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Zo NMA members (and MANAGE readers 
everywhere), we extend the sincere wish—may 
your Christmas be bright and filled with the spirit 
of true friendship and good will. And may this 
spirit find a place in our daily lives throughout 
the coming year. 


74s members of management, we enjoy special 
opportunities to contribute to human progress, 
spiritual as well as material. We are especially 
privileged to work humbly and patiently for peace, 
knowing that such efforts among the peoples of 
the world can be crowned with accomplishment. 


DurRinG the past year the forces striving for 
a better world have grown stronger with firmer 
determination to overcome obstacles in the path 
of world peace. 


str this holy season the emphasis is on good will. 
In the months ahead, we all have the opportunity 
to give more of ourselves to the fulfillment of the 
mission of Him who almost two thousand years 
ago went among the people with His message of 
peace on earth and good will toward men. 
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MANAGEMENT'S EXPANDING HORIZONS 


by B. F. Coggan 


My last trip to Atlanta earlier 
this year was aboard a Delta 
880 which set a new speed rec- 
ord across the continent. It’s 
always an enjoyable experience 
to participate in a successful 
undertaking, whether it’s set- 
ting speed records or being a 
part of an organization which 
gets results. That’s why I ap- 
preciate receiving an invitation 
from NMA to attend your con- 
ference. NMA is geared for 
action, with a long list of 
achievements to prove it. 

As we tackle each problem in 
life, we have to understand 
clearly the task. Part of my re- 
marks are intended to remind 
us again that we American 
management men face rather 
imposing challenges on the new 
horizons of our world. What 
we must do isn’t quite as diffi- 
cult as leveling the Rocky 
Mountains from Canada _ to 
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Mexico, but it’s: roughly in the 
same category. 

Actually, my talk would 
probably be more appropriate- 
ly called: “Your Place in Man- 
agement’s Expanding PROB- 
LEMS.” Big problems face us 
now and they require forth- 
right solutions. 

Let’s take a quick look at two 
or three really big problems 
which confront us. First, our 
antiquated transportation sys- 
tem is totally inadequate for 
the times. The economic losses 
and the adverse impact on our 
competitive position due to our 
out-of-date transportation com- 


Mr. Coggan, former vice-president of 
Convair and now executive consultant 
to the General Dynamics Corporation 
and Bendix Corporation, delivered this 
address before the National Manage- 
ment Association 37th national con- 
vention. 
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B. F. (Sandy) Coggan, (left) 
is the recipient of an NMA 
leadership medal from Frank 
Johnson, of Lockheed Air- 
craft, Marietta, Ga., con- 
vention chairman. He was 
cited for his many contri- 
butions in the management 
field, and for his part in 
furthering the free enter- 
prise system. 


plex are staggering. I could go 
into great detail about the slow- 
ness of movement, the general 
attitude of apathy on the part 
of many transportation people, 
and the lack of planning. There 
is, for example, a strong family 
resemblance between today’s 
freight cars and the ones I uti- 
lized to flatten pennies some 30 
years ago. I admit to some 
measure of improvement in air- 
conditioned railroad cars com- 
pared with the ones I rode a 
quarter of a century ago, but 
there’s little difference in the 
reservation, ticketing, and get- 
ting aboard procedure, and 
practically no improvement in 
the baggage handling routine. 

Just to prove that I am not 
singling out the railroad indus- 
try for criticism, I can point to 
the airline system where the 
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nature of the deficiency is not 
in the vehicles so much as in 
the lack of vision of some key 


Federal officials and _ those 
charged with the location and 
construction of airports. The 
aviation industry has_ spent 
hundreds of millions of dollars 
to provide this country with 
the finest and fastest jet trans- 
ports in the world. The extra 
speed provided by this invest- 
ment is often dissipated by the 
sudden deceleration to a snail’s 
pace which a traveler experi- 
ences before reaching his final 
destination. Baggage handling, 
although improved, still lacks 
the speed and dependability re- 
quired. In fact, I could say that 
we have reached the point 
where you can have breakfast 
in London, lunch in San Fran- 
cisco, dinner in Tokyo, but you 
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are likely to find your bags in 
Hong Kong. The important 
point is that our transportation 
systems just aren’t moving 
ahead fast enough to keep pace 
with the economic growth of 
our world. 

As examples of other major 
problems, we could discuss the 
sad plight of our agriculture 
system with its legislated dis- 
regard for the laws of supply 
and demand. We could talk 
about our ill-planned highway 
system and its tragic decima- 
tion of men, women and chil- 
dren. There is a pathetic short- 
age of modern hospital and 
educational facilities in this 
country. 

Even in the face of these de- 
ficiencies, our country con- 
tinues to expand. The U. S. 
Census Bureau says the popula- 
tion of the U. S. alone will 
increase by some 42 million 
people in the next 10 years. 
That’s the equivalent of some 
100 cities the size of Atlanta. 
This increase will multiply de- 
mands for the necessities and 
niceties of life, food, clothing, 
homes, automobiles, TV sets, 
education, jobs, and so on. Sup- 
plying these increased demands 
will be your job. 

Another serious problem has 
been coming into clear focus 
during the past few years. In 
the eyes of many foreigners 
today, you and I are not the 
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popular, compassionate, and 
charitable citizens we think we 
are. It isn’t easy to admit to 
ourselves that we’ve begun to 
lose our popularity like the 
campus idol who goes bald in 
his senior year. But the truth 
stands before us, as real as the 
Statue of Liberty. I don’t have 
to document this thesis for you. 
We're beset with evidence ar- 
riving from all corners of the 
earth. 


Notes Complacency 

One of our greatest national 
weaknesses is complacency. 
We seem slow to recognize and 
understand what is going on in 
the world until a dramatic 
event suddenly reveals it to us, 
like the launching of Sputnik I. 
Our reaction has not been de- 
cisive. Except for occasional 
bursts of energy we are, as 
Shakespeare might have said 
it, “lamed with lethargy.” 

Another charge being leveled 
at us by some of our friends in 
the free world is that we seem 
to assume that the American 
free enterprise system is going 
out of business. We appear to 
be on the defensive most of the 
time. We get pushed around in 
Paris, threatened in Cuba, 
goaded in the Congo, ridiculed 
in Tokyo, embarrassed through- 
out Latin-America, and under- 
priced in the world market. 

We seem to have lost the 
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driving initiative which char- 
acterized our people for many 
years. We seem to have reached 
a plateau. Now it’s not unusual 
to find ourselves in second 
place in more and more com- 
petitions. For some reason, we 
have slipped into a national 
philosophical attitude that 
everyone should get something 
for nothing. We have lost a 
great deal of the individual 
drive, determination and cuss- 
edness that characterized our 
forefathers. 

In case the foregoing recital 
of our expanding problems is 
not enough, let me mention an- 
other one which is showing up 
on the industrial horizon. Rus- 
sia and her satellites are mov- 
ing into the era of automation 
with greater enthusiasm and 
planning than are we. Uncle 
Sam is going to get some eco- 
nomic uppercuts before long. 
Reports on the reaction of top 
Western World scientists at- 
tending the first International 
Congress on Automation in 
Moscow last summer indicate 
that the USSR has used a “leap- 
frog” technique in the develop- 
ment of automatic devices for 
computation and control sys- 
tems in industry. Western ex- 
perts say they are flabbergasted 
by Soviet achievements in 
automation. A British scientist 
stated: “They will really get 
ahead of us unless we buckle 
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down to work. They sat down 
for five or six years to think, 
and now the results of this are 
beginning to pay off.” Most of 
the Western delegates said they 
were convinced “suddenly all 
will click into place” and the 
outmoded Russian office and 
factory practices will be re- 
placed almost overnight with 
new, highly advanced devices 
which apparently are in assem- 
bly-line production. They said 
this would vastly improve the 
quality as well as the quantity 
of Russian production and 
added, “we ought to be scared.” 


How Can We Stay Ahead? 

Let me explain that while I 
am a critic of some things about 
our country, I share with you 
an honest conviction that we 
are still the greatest nation on 
earth. What I am saying is 
meant only to help keep us 
leagues ahead of every other 
political entity. Our freedoms, 
our standard of living, and our 
propensity for doing something 
about the welfare of less for- 
tunate peoples are respected 
and sought as goals by count- 
less millions of men and wom- 
en. At the same time our 
unique position of dominance 
in most things which count 
breeds jealousy and resentment 
in the leaders intent upon en- 
slaving the minds of all human 
beings. Many of our current 
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problems spring from the zeal- 
ous drive of communist lead- 
ers to destroy our economy and 
to ridicule our philosophies. 

Now what can be done about 
our plight? 

If anyone is qualified to at- 
tack these problems, I say it is 
the typical manager in the 
American free enterprise sys- 
tem. We are fully competent 
to provide the leadership re- 
quired to whip our woes. 

Our country needs a rallying 
point to promote the free enter- 
prise system aggressively. Is 
the Federal government a logi- 
cal axis around which to 
gather? It could be, but our 
bureaucratic octopus has too 
many divergent policies, too 
many vested interests, and too 
much incompetence for the ex- 
panding space age. 

In truth, you management 
men actually are the hard core 
of our free enterprise. You are 
the task force to sell our way 
of life. You must march in the 
front ranks of this crusade. 


We Must Face Facts 

The first step in our treat- 
ment of our national headaches 
is to understand clearly our 
predicament. Let’s face up to 
the hard facts of life, but then 
let’s acquire an attitude of hope, 
of challenge, of vision, and of 
unbounded faith in our Ameri- 
can free enterprise system. 


Let’s project our real image to 
the world audience which has 
been a bit blinded by our ex- 
travagance on the home front 
and somewhat irritated by our 
conspicuous consumption and 
our apparent ego. Let’s fully 
realize that we cannot exist and 
progress independently from 
the rest of the world. 


You as managers are loaded 
with world-wide responsibility 
which is expanding in propor- 
tion and implication. One of 
the big components of this re- 
sponsibility is to be competi- 
tive—the mainspring of our 
free enterprise system. Being 
competitive must be the first 
concern of every single person 
associated with a business. The 
unskilled, skilled, professional, 
and management groups must 
seek to outstrip the achieve- 
ments of their counterparts in 
competitive organizations. Man- 
agement is expected to set the 
pace. For some reason we tend 
to be apologetic when people 
label our American system “too 
competitive” in nature. Our de- 
mocracy is based on competi- 
tion. Our only trouble is that 
we aren’t competitive enough. 
This is obvious when you look 
at our loss of world market 
trade. We now find a sudden 
upsurge of competition from 
abroad, with waves of high 
quality low-priced products 
rolling into markets reserved 
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for decades as practically our 
own. The fountain which kept 
our economy in full blossom 
for decades is beginning to dry 
up. 

There is another side to free 
competition which critics and 
apologists for the American 
system alike almost always 
overlook. Yet it is a side which 
every businessman knows and 
which I consider one of the 
most important features of the 
capitalist system. I refer to co- 
operation. Every competitive 
effort in our country also im- 
plies an immense cooperative 
effort. In detail the American 
system is intensely competitive; 
but in its entirety, it is inter- 
dependent. Its growth has been 
and must remain organic. No 
part of it—whether the work- 
ers, the farmers, management 
or some particular region—can 
long be permitted to decline or 
to suffer without dragging 
down the rest. They must flour- 
ish together. That’s the over- 
all design of our dynamic 
America, and the heart of the 
American credo. That’s why 
you and I are meeting here. 
Now I, for one, think we need 
a miracle if we are to preserve 
our democratic way of life. 

I am equally convinced that 
education is the miracle which 
will regain for us the position 
of leadership and respect we 
once enjoyed as a nation. An 
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abundant and increasing sup- 
ply of highly educated people 
is becoming the absolute pre- 
requisite for social and eco- 
nomic development in the 
world. It is rapidly becoming 
a condition for national sur- 
vival. 


Need More Education 

If at this point in the nation’s 
history we have turned - the 
educational rheostat to “warm” 
we should now switch to fuil 
hot. That’s the kind of break- 
through I’m talking about on 
the educational front, and it 
should involve practically 
every citizen. Adult education 
should become a dynamic na- 
tional policy supported by a 
converted and enthusiastic citi- 
zenry. 

How do you persuade a 50- 
year-old man or woman to re- 
enter the classroom? How can 
you coax him away from his 
TV set? Well, one way would 
be to permit only educational 
programs in the early evening 
hours. Such a proposal would 
certainly bring a cyclonic re- 
action, I’m sure. Just think of 
the cowboys and TV murders 
that would be displaced. But 
if something equally as effec- 
tive is not inaugurated, we 
may be laughing our way in 
easy chairs to the collapse of 
our democratic way of life. 

This matter of education, of 
both young and old alike, is 
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especially sensitive because of 
the sharp competition on the 
communism campus. Each of 
you should take a personal in- 
terest in your roles as com- 
munity leaders to improve our 
educational system. You should 
demand that our educational 
systems become more dynamic 
in concept, capable of incor- 
porating new thought, new pro- 
cedures, new principles, new 
approaches, and new goals. To 
spur this effort we must, for 
example, devise better motiva- 
tion techniques and increase 
opportunities for both the 
teaching profession and for the 
student population. Here again, 
we must overcome the tend- 
ency in our schools to “play 
down” the assets of our way of 
life. Our competition is “play- 
ing up” their ideology. We call 
it “propaganda,” and shy away 
from such techniques. I say 
let’s give our American way 
of life “the hard sell” in our 
schools. Call it propaganda if 
you will, but let’s do it. We will 
not win the minds of even our 
own youngsters, if we persist in 
hiding our light under a bushel. 
In my position as president 
of the Board of Education in 
San Diego, I see this problem 
in perhaps sharper focus than 
most of you, although I am 
sure there are others here who 
also serve in the American 
educational system. 
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A revolution is already tak- 
ing place in the minds of our 
young folk. No longer do they 
look upon “summer school” as 
a place for delinquent students. 
Students are hungry for knowl- 
edge, as they become more and 
more aware of the world-wide 
competition for trained minds. 
As an example, in the San 
Diego public school system 
there are well over 100,000 stu- 
dents. The summer school en- 
rollment and adult education 
program have tripled in the 
last two years and wili prob- 
ably double again next year. 
Students and their parents are 
“hammering on the door” to get 
more education. This is good, 
although it creates great prob- 
lems in providing adequate fa- 
cilities and teachers. Neverthe- 
less, they must be provided if 
we are to meet the competition. 
In the San Diego school system 
we have just recently decided 
to teach the bads of commu- 
nism and the goods of our 
American democracy and free 
enterprise system. Some people 
don’t like this approach, but 
we are doing it anyway. We 
would rather go down fighting 
for what we think is right, than 
passively let our way of life 
go down the drain. Let’s see 
to it that every school in our 
country “sells,” and sells hard 
our way of life. 
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Sponsor Foreign Students 

Another concrete proposal 
which I am expressing publicly 
for the first time in order to 
keep ahead of our communist 
competition is one which would 
result in our sponsoring the 
education of 40,000 foreign stu- 
dents on a continuing basis in 
American colleges and univer- 
sities. This is certainly not a 
new concept, but the scale on 
which I propose it may be. We 
have made some commendable 
efforts in offering opportunities 
for foreign students to obtain 
college educations in this coun- 
try, but I think it’s a “drop in 
the bucket,” to what should be 
done. 

The Soviets long ago discov- 
ered the latent revolutionary 
forces in young students and 
the powerful influence which 
organized groups of them can 
exert on governments and pub- 
lic opinion. The communist- 
directed Zengakuren student 
group in Tokyo came close to 
nullifying, last summer, our 
new treaty with Japan. Russia 
is now offering university edu- 
cation opportunities to several 
thousand foreign students each 
year, thus transplanting her 
concepts in fertile ground when 
these students return to their 
homelands. 

The cost of a foreign-student 
program for our country on the 
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scale I have mentioned would 
be substantial, yet it would be 
a small fraction of our defense 
budget. It might well be the 
price of freedom, not only for 
our country but many other 
nations still in the league of 
free states. This is another type 
of breakthrough action which 
I submit for your serious con- 
sideration. 

As you add up these prob- 
lems and possible solutions, it 
becomes obvious that the great- 
est hope we have is to upgrade 
our minds, to raise our intellect, 
to broaden our reasoning. Be- 
yond formal education we need 
men of great and varied talents 
to increase our strength in 
management and our position 
in a highly competitive world. 
We need men of vision who can 
see beyond the artificial bounds 
of those who say, “It can’t be 
done,” to the infinite world of, 
“Tt is possible.” 

We need men and women 
with quick, flexible, intuitive 
minds, who can soak up new 
techniques and viewpoints of 
many fields and explode them 
into new discoveries. We need 
fearless, hard-working, deter- 
mined and free men with the 
drive to forge ahead and get 
things done quickly and effec- 
tively. We need enthusiastic 
but patient men, unfettered by 
bonds of cynicism, who can in- 





still in their fellow workers en- 
thusiasm and the desire to excel 
in their work. 

Our world needs leaders as 
never before. As we stride into 
the future the problems of man- 
kind are increasing by leaps 
and bounds. Men with steady 
hands, steady minds, and steady 
hearts will lead us in forging 
ahead. Men with self-reliance, 
that ingredient of success with- 
out which our advancement as 
a human race would stop, will 
be the leaders from here on. 
Men and women‘ with a crusad- 
ing spirit for democracy and 
the free enterprise system will 
assure our country of continued 


economic growth. This is our 
challenge today as we witness 
the dawn of a new age with 
horizons expanding into the 
cosmos. 

But in our new role, let’s not 
fall into that of Iago in Othello. 
He asked Roderigo: “Will you 
hear me?” Roderigo replied, 
“Faith, I have heard too much, 
for your words and perform- 
ances are no kin together.” 

Let’s choose words worthy of 
our heritage and our ambitions; 
let’s express them unequivo- 
cally to the world and in ac- 
cordance with our national 
character. Then let our per- 
formance match our words. 








NMA MANAGEMENT CONFERENCES 


Jan. 28—Columbus, Ohio. Sponsored by Central Ohio NMA Coun- 
cil. Contact Alvin Shames, North American Aviation, Inc., Co- 
lumbus. ey 

Feb. 4—St. Louis, Mo. Sponsored by St. Louis Area NMA Coun- 
cil. Contact Richard West, Granite City Steel Company, Granite 
City, Il. 

Feb. 11—Toledo, Ohio. Sponsored by Toledo Foremen’s Club. 
Contact W. D. Watters, The Toledo Edison Company, Toledo. 
Feb. 18—Battle Creek, Mich. Sponsored by Wolverine NMA 
Council. Contact Norman Madsen, Keyes Davis Company, Battle 
Creek. 

Feb. 24-25—Fort Worth, Texas. Sponsored by Convair Manage- 
ment Club. Contact John N. Watson, Convair, a division of Gen- 
eral Dynamics Corporation, Fort Worth. 
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Management's “Oscar” was presented to Thomas W. Martin 
(right) chairman of the board of the Alabama Power Company, 
Birmingham, Ala., at the annual convention dinner. Mr. Martin 
was honored as NMA’s “Management Man of the Year” and in 
accepting the award declared it was the sort of thing that a man 
may take with him wherever and whenever he goes. It is the sort 
of thing that is passed on and on as others outpace us and out- 
live us, he said. Mr. Martin was cited by NMA President Donald 
Tuttle for his leadership of the Alabama Power Company and for 
the vital part he played in an electrified Alabama. 
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FREE ENTERPRISE 


by Thomas W. Martin 
Chairman of the Board, Alabama Power Company 


In accepting this very won- 
derful award, I feel that it is 
really presented to a group. I 
am being credited with what 
has been done over the years 
by those with whom I have had 
the good fortune to be associ- 
ated. I accept it as an award 
to the management of Alabama 
Power Company. 

I accept it, too, as an evidence 
of the increasing importance of 
our Southern states in the na- 
tion’s economy. From the be- 
ginning, our Company has 
looked forward to this impor- 
tance, because it had faith in 
the Southern future. It will 
continue to do its part to prove 
the slogan I had the privilege 
of giving to our power group 
here in Atlanta in 1954—“The 
last half of the 20th century 
belongs to the South,” a slogan 
that has found wide acceptance. 
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Whatever has been achieved 
results from the joint effort of 
the men and women of our 
Company in a truly “public” 
utility concept of service at all 
levels, local, state, and national. 

It is the thesis of my talk 
tonight that all organizations 
should encourage common men 
to perform uncommon deeds. 
Only thus will emerge the Un- 
common Man. Every group’s 
success depends on the individ- 
ual—on his skills and on his 
acceptance of responsibilities to 
conduct organizational affairs 
with effectiveness. 

There are about 1700 mem- 
bers in the 18 management 


Thomas W. Martin, “Management 
Man of the Year,” delivered this talk 
at NMA’s national convention in At- 
lanta, Ga. 
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clubs in Alabama. Six of these, 
with a total of over 500 mem- 
bers and with two of the five 
directors, are identified with 
Alabama Power Company. You 
see that we have a deep inter- 
est in your highly useful and 
meaningful association. That 
interest is multiplied by a very 
great and modern ideal which 
we of the electric utility indus- 
try have in common with you. 
I have in mind your announced 
concern as managers or teach- 
ers of managers. 

In his “The Managerial Rev- 
olution,” James Burnham called 
attention to the fact that the 
real rulers of our economy are 
not the workers and not the 
owners, but the managers, the 
actual directors or supervisors 
of the actual work, many of 
whom are here tonight. This 
makes it imperative that super- 
visors be “whole men,” aware 
of the history, economy, and 
public events which surround 
them and of their place in these 
things, and imbued, too, with a 
sense of the public interest. 

If our Company has achieved 
a measure of success, it is be- 
cause all individuals with it are 
encouraged to have that aware- 
ness of their place in things and 
are imbued with a sense of the 
public interest. And we encour- 
age our supervisors to regard 
those under their charge as 
associates —as human beings 
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Management is still 
an art and not 
a science.” 


with imagination, vision, and 
interest in the Company’s wel- 
fare. 

And it could well be said to 
be the duty of management to 
provide such conditions as 
would inspire the group. While 
good training is necessary for 
the success of the organization, 
it must be borne in mind that 
organizations do not make men 
—men make organizations. All 
of this helps to find the uncom- 
mon man. 

We of the investor-owned 
electric utility companies are 
related to you in this same 
natural public interest. Because 
electricity costs comparatively 
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so little and because it has to 
count on volume of sales, we 
look to the public—the whole 
public—more than other types 
of business do. Some of us 
have come to think of our work 
as including what I call “the 
manufacture of customers.” 
That involves not only bringing 
in new industries to which we 
can sell electricity, and new 
farm and home uses for our 
electricity, but community- 
building, state and regional 
building, in all the ways of 
civilization—schools, churches, 
sports, arts, and standards of 
living—which involve buying 
of more electricity. 

We like to believe that this 
public interest and awareness 
is something we need in our 
business, as you do. 


Train Younger Men 


Another interest of yours we 
share, I’m sure, is that your 
work goes on after you. It has 
been my fortune to be identified 
with the power situation in 
Alabama since the year 1907. 
Initially, my work was as at- 
torney for a group interested in 
power development. Since 1911 
I have been directly identified 
with management of Alabama 
Power Company and have been 
the Company’s chief executive 
since June, 1919, now more than 
41 years. That is a long time, 
but a corporation’s time, of 
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course, is longer. Most corpo- 
rate charters provide that, in 
legal terminology: “The dura- 
tion and existence of the cor- 
poration shall be perpetual.” 
But there is a clear duty on 
management to see that the 
organization is not just an in- 
animate legal entity, but a liv- 
ing thing made up of human 
beings. 

This imposes a responsibility 
on management to provide for 
the succession to every person 
as he either comes to retire- 
ment or passes away. Our man- 
agers fully realize that one of 
their significant responsibilities 
is to see that younger men have 
been trained to look ahead to a 
larger place in the Company’s 
expanding horizon. 

In addition to perpetual ex- 
istence, managers have to con- 
template continuous growing. 
The problem of expanding 
service is always with us, re- 
quiring increased numbers of 
men with various skills. And 
there is also the problem of 
raising new capital for the en- 
terprise. Enterprise has always 
been the word for us, and may 
we never forget—Free Enter- 
prise. All of you are engaged 
in a business enterprise which 
belongs to the business system 
under which every man has the 
opportunity to work out his 
destiny. Our progress cannot 
result entirely from natural re- 
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sources; what we have had 
in America from the first has 
been freedom, and thereby, the 
incentive to aspire to any 
heights we felt we could reach. 

When the colonists planted 
themselves on the shores of 
Virginia and Massachusetts in 
the early 1600’s, they were 
faced with unlimited oppor- 
tunity and almost unlimited 
difficulties. Theirs were the 
riches of a continent, but only 
on condition that they wrest 
them from nature. They had no 
money to hew out a clearing, 
build a cabin, and faced the task 
of rearing a family under 
wilderness conditions. They 
brought with them little capital 
except the clothes they wore, 
a few tools, and some technical 
experience as farmers and me- 
chanics. Theirs was a primitive 
economy, even though, with en- 
terprise, it survived. It re- 
mained so for nearly 200 years, 
until the beginning of mass 
production. 

Although the idea of inter- 
changeable manufacture, which 
is the basis of mass production, 
began with Eli Whitney, who 
invented the cotton gin in 1792, 
he was able to make nothing of 
it until he turned to military 
fire arms, making the same 
parts of the different guns so 
exactly equal that they could 
fit any gun. It was thus that 
mass production came into be- 
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ing and the technological revo- 
lution got under way. 

Those Virginians and New 
Englanders of centuries ago 
added a great continent to the 
civilized world. They created 
the race of American people, 
possessed of daring, of enter- 
prise, of boundless energy, and 
of the passionate desire for 
achievement and success. 
American economic success is 
less due to the vastness of its 
natural wealth and to the excel- 
lence of its machinery than to 
what was in the hearts and 
souls of these men, the ambi- 
tion, good sense, ingenuity, and 
industry of the people and the 
wisdom and energy of manage- 
ment leaders. This is the true 
basis of our free enterprise 
system. 

It was so in the pioneer days; 
it has been so in the days of 
mass producing. We have the 
right to satisfaction, to self- 
congratulation. Our history 
teaches us to hope for our fu- 
ture, to be determined to pre- 
serve our gains in the face of 
attacks from within and threats 
from without. 


New Order Not New 


The Communists call theirs a 
New Order, when in fact it is 
the oldest order in the world. 
When have despotism, slavery, 
starvation, persecution, inter- 
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national banditry been new? 
Men have battled against it for 
ages. Perhaps the one good 
thing which has grown out of 
the present world tragedy is 
new understanding by Ameri- 
cans of the blessings they enjoy. 
I don’t mean to say that enter- 
prise alone can carry us along. 
More and more there must be 
knowledge, skill, technology, 
know-how, and faith. The great 
word for now is research, scien- 
tific research. 


Research: Key to Progress 


Research as a key to indus- 
trial progress is coming to be 
so accepted that industry is 
spending upwards of $9.3 billion 
on research in 1960, according 
to recent surveys of business 
plans for new plants and equip- 
ment. 

These expenditures represent 
a colossal investment in the 
future—and therefore, belief in 
the future—for the full results 
will not show up for several 
years. It takes time to translate 
discoveries into products. The 
ratio of research expenditures 
to commercial products has 
averaged about one to three; 
that is, for every dollar spent in 
research there has been spent 
sooner or later three times as 
much for new plants and prod- 
ucts. We must recognize that 
research is the basis of the vast 
development now in progress 








in every part of the South, and 
we can expect a continual in- 
crease in the number of com- 
panies that are making signifi- 
cant capital expenditures in the 
South to bring out new prod- 
ucts. 

It has been my fortune to be 
identified with the founding 
and development of the South- 
ern Research Institute, of 
which I am chairman. The pro- 
gram began immediately after 
World War II. The Institute is 
located in Birmingham. Its ef- 
forts in relation to the total 
research picture may be small, 
but research has a spreading 
effect throughout all industry 
and areas; and it is not too 
much to say that it has given 
a stimulus to the general econ- 
omy. 

In its 16 years, personnel has 
increased so that at the present 
time there are 335 working in 
eight modern laboratory build- 
ings, most of whom are highly 
trained scientists with college 
degrees; many are Ph.D.’s. 

The Institute was originally 
conceived as a laboratory to 
help Southern industry with its 
technical problems. Its primary 
purpose has been the service of 
industries too small for research 
organizations of their own. 

But an interest, destined to be 
its greatest single one, has de- 
veloped in the field of medical 
chemotherapy, in the war on 
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cancer. Today, Southern Re- 
search has an outstanding posi- 
tion in nonclinical research on 
the chemical understanding and 
control of cancer. It was one of 
the first institutions to organize 
a research team dedicated to 
search for cancer chemotherapy 
drugs. There is no question that 
significant progress is being 
made. 

Enterprise and knowledge, 
enterprise and skill, or what we 
call knowing how! It was 
against a background of private 
enterprise that the genius of 
Thomas Alva Edison was pro- 
jected and brought to fruition 
for the great benefit of the 
world. 

That same enterprise plus 
science made Charles F. Ket- 
tering, too. His life and work 
are known to most of you. We 
came to know him well in 
Birmingham for his interest in 
our cancer research program. 
For years he was on our board 
of trustees of Southern Re- 
search. And in that brilliant, 
inimitable way of his, his em- 
phasis was always on the fu- 
ture. He explained it very 
simply: “That is where we will 
spend the rest of our lives,” he 
would always say. 


The Uncommon Man 

Edison and Kettering! They 
were men who worked with 
other men. They were science- 
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minded, social-minded, but they 
were also individual-minded, 
and, in the highest sense un- 
common men. 

In our democratic society it is 
popular to say there are no in- 
dispensable men. Yet, my 
friends, how could we have dis- 
pensed with the contributions 
and the characters of an Edison 
and a Kettering? They pos- 
sessed the natural endowments, 
the careful training, the intel- 
lectual and moral qualities to 
carry forward as they did the 
momentum of civilization. They 
provided leadership in science 
and industry, thinking always 
creatively, enriching life with 
their gifts of leadership, ever 
pushing the boundaries of 
knowledge outward. 

There are indispensable men, 
ladies and gentlemen, and these 
were two. And at this deeply 
disturbing time in history, we 
look hopefully for such men. 
Who knows? they may be in 
your own group here tonight. 
There may be among you the 
uncommon man whose ideas 
are destined to be of great value 
to mankind. It is he who in the 
next decades may also be the 
indispensable man. 

Certainly the fate of many 
businesses will depend on your 
group. Management is by far 
the most important element in 
determining success or failure. 
In the face of tremendous 














strides which have been made 
in management, and with all 
the technical aids invented to 
assist it, management is still an 
art and not a science. It still 
depends much on the God-given 
qualities of the individual man. 

There are several ways of 
improving management. One of 
the most important is your 
Management Development Pro- 
gram. It covers the basic func- 
tions of planning, organizing, 
and controlling. 

Another is being offered by 
colleges. For example, one such 
program for younger business 
executives has just been com- 
pleted by Birmingham-South- 
ern College, and its name was 
“A Study of the Humanities.” 
Two of the group were from 
Alabama Power Company. 
There are other important pro- 
grams being held by the col- 
leges of the South, and I am 
glad to say there are many men 
of this group who attend them. 

More and more “the humani- 
ties” are linked with our Amer- 
ican enterprise, science and in- 
dustry. The social conscious- 
ness of American businessmen 
—or the public-mindedness—is 
one of the bright distinguishing 
marks of the modern-day free 
enterprise system. Every com- 
pany should encourage partici- 
pation in civic activities and 
thus develop men who are in- 
terested in and have ability for 
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activities beyond the immediate 
job they may hold. Thus mana- 
gers acquire that element of 
social consciousness; they get 
valuable experience in group 
leadership, planning and ad- 
ministration. 

Once more, Mr. Chairman, as 
I close, my gratitude for what 
you have said of me and of my 
associates, in making this 
award. It is the sort of thing, 
indeed the only thing a man 
may take with him wherever 
and whenever he goes. It is the 
sort of thing, too, that is passed 
on and on as others outpace us 
and outlive us. 

Perhaps managers should be 
in the posture of the torch 
bearers of the ancient Olympic 
races. Thus spoke Havelock 
Ellis: 

“... For a brief space it is 
granted us, if we will, to en- 
lighten the darkness that sur- 
rounds our path. As in the 
ancient torch race... we press 
forward torch in hand along the 
course. Soon from _ behind 
comes the runner that will out- 
pace us. All our skill lies in 
giving into his hand the living 
torch, bright and unflickering, 
as we ourselves disappear in 
the darkness.” 

And, Mr. Chairman, may the 
love of learning, the joy of 
achievement, and the blessings 
of freedom enrich your lives 
in the days ahead. 
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Are You 
Riding 


or 


Ridden? 





The topic to be explored in this session is in the form of a 
question, “Am I Riding or Ridden?” My purpose will not be to 
describe the job of a manager, but to bring into focus the person 
who has a management job. It is my conclusion, on the basis 
of the research evidence in this field, that the next advances in 
improved management will not come out of the refining of 
procedures but from the development of persons. 

Is the manager submerged? Has he become a “beast of bur- 
den?” Is he being managed by, or is he in charge of his 
responsibilities? 

The ideas, suggestions, and behavior symptoms I am about 
to present are the end products of the researches and experiences 
of many. I serve you here as a translator and messenger boy. 
Do not expect anything entirely new. We shall attempt to excite 
your attention to consider those elements in our experience that 
are already obvious. 
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Here is a sample list of indicators that the manager is being 
ridden. These are not given in order of importance, nor is it 
assumed that anyone has all of these symptoms of suicide: 


1. He is more dependent on the improving of procedures than 
on the development of his personnel. 

2. He would rather change his personnel than change himself— 
he makes them fit into his scheme. 


3. He utilizes incentives rather than motivators—incentives are 
akin to artificial respiration in that they have to be applied from 
without. 

4. When under pressures he emotes rather than thinks. He 
forgets the quote: “If you would destroy a man, first make him 
mad.” 

5. Needs privacy for an escape rather than for planning. 


6. During the time of changes in the company he becomes 
braced rather than balanced—rigid—digs his personal “foxhole” 
and stays there awaiting new orders to attack. 

7. Takes pride in being a pillar rather than a pioneer. He fits 
the description once given of a conservative—‘a person who is 
too cowardly to fight, and too fat to run!” His operational policy 
is “never do anything for the first time.” 

8. Spends his time only on the urgent to the neglect of the 
important. Gains much satisfaction from minor virtues—clean 
desk top, latest inter-com equipment, and mail always answered 
same day as received. He may be classified as one who majors 
in minors. 

9. He worries—he knows he has a-bad heart—is slipping in 
status. He is lonesome without worries and then he worries about 
that. 

10. He is afraid that he will make mistakes. He is unaware of 
the fact that a great man makes mistakes, but he is bigger than 
any mistakes he makes. 


11. He is oversensitive to criticism, and gives too high a rating 
to recognitions and praise. 

12. He takes great pride in being democratic when he is really 
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“passing the buck” of responsibility for making a decision on 
to a committee. 

13. He spends much time on “follow through.” He prys, prods, 
pleads, and nags his personnel. 

14. He judges others “in his own image” rather-than on the 
basis of productivity. He resists being rated or having his pro- 
gram appraised. 

15. He would rather hold his job than do it. 

16. He keeps matters “under continuous study”—does not act 
on the basis of evidence now available. He talks much about 
what he is going to do—a poor substitute for action. 

17. He is not becoming more—just older. 


18. As a staff member he must either be assisted in or assigned 
to a problem—seldom does he assume responsibility to go ahead. 
He forgets that “a slave is a human who always gets his orders 
from some one else.” 

19. He is offended if it is implied that he is not “riding” or that 
his job “is getting him down.” 

20. As Carlyle said, his “greatest fault is to be conscious of now.” 


* * 


Add to these characteristics of the “ridden” individual the 
conflicting impressions he gets about himself from the group he 
manages. Robert S. Herman describes these experiences under 
the title, The Administrator’s Dilemma: 

If he’s late for work in the morning, he’s taking advantage of 
his position. If he gets to the office on time, he’s an eager beaver. 

If the office is running smoothly, he’s a dictator. If the office 
is a mess, he’s a poor administrator. 

If he holds weekly staff meetings, he is in desperate need of 
ideas. If he doesn’t hold staff meetings, he doesn’t appreciate 
the value of teamwork. 

If he spends a lot of time with the boss, he’s a back slapper. 
If he’s never with the boss, he’s on the way out. 

If he goes to conventions, he’s on the gravy train. If he never 
makes a trip, he’s not important. 
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If he tries to do all the work himself, he doesn’t trust anybody. 
If he delegates as much as possible, he’s lazy. 

If he tries to get additional personnel, he’s an empire builder. 
If he doesn’t want more employees, he’s a slave driver. 

If he has lunch in expensive restaurants, he’s putting on the 
dog. If he brings his lunch to the office, he’s a cheap skate. 

If he takes his briefcase home, he’s trying to impress the boss. 
If he leaves the office without any homework, he has a sinecure. 

If he’s friendly with the office personnel, he’s a politician. 
If he keeps to himself, he’s a snob. 

If he makes decisions quickly, he’s arbitrary. If he doesn’t 
have an immediate answer, he can’t make up his mind. 

If he works on a day-to-day basis, he lacks foresight. If he has 
long-range plans, he is a daydreamer. 

If his name appears in the newspaper, he’s a publicity hound. 
If no one has ever heard of him, he’s a nonentity. 

If he requests a larger appropriation, he is against economy. 
If he doesn’t ask for more money, he’s a timid soul (or stark mad). 

If he tries to eliminate red tape, he has no regard for system. 
If he insists on going through channels, he’s a bureaucrat. 

If he speaks the language of public administration, he’s a cliche 
expert. If he doesn’t use the jargon, he’s illiterate. 

If he writes for the Public Administration Review, he’s neg- 
lecting his work. If he has never written an article, he hasn’t had 
a thought of his own in 20 years. 

If he enjoys reading this, he’s facetious. If he doesn’t think it’s 
funny, he is entitled to his opinion. 

Let us now turn to those elements involved in staying on top 
of the job. First, we will bring into focus a few of the inevitable 
characteristics of humans in general: 

1. Behavior is a language that describes what the individual 
is searching for. It is symptomatic and we must learn to read it. 

2. Each individual is inherently different and resists being made 
to conform. When commanded to do so, he has a feeling of 
“T won't.” 
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3. Conflicts are inevitable—to be seen not as disasters but as 
opportunities for development. 

4. The person functions as a whole. His problems of home, 
moral guilt, debts, fear of cancer, love for sports, etc., are all 
there with him on the job. 

5. His behavior is basically self-centered. He will do no 
better nor worse than his self-respect demands of him. He will 
spend himself to the extent he sees benefits him as a person. 

6. Decisions are more often guided by feelings than reason. 


* *” nn 
Also there are the inevitables about myself as a person in a 
management job: 


1. My potentials, aptitudes, are the raw materials out of which 
my effectiveness is to be developed. 


2. My “target area” should challenge, but not be a constant 
overload. “Be careful what you pray for, you might get it.” 


3. My correctable limitations should be dealt with directly. 


4. Avoid self-condemning, for it results in a sense of worth- 
lessness. 

5. Do not expect too much improvement in too short a time— 
“Go as fast as you can—as slow as you must.” 

* * * 

Lastly, here are a few of the inevitables about my relationships 
with my job. If they are kept in mind they will serve to keep 
one in a “riding” position: 

1. The job and the worker interact and make changes on each 
other. 


2. Every job has disagreeable elements demanding self- 
discipline to accomplish. 

3. The success of the entire company is not solely dependent 
on you— only your share of it. 

4. An occasional house-cleaning on your responsibilities is 
essential. Baggage accumulates—soon you may be doing every- 
thing but your job. 
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5. You may be appointed to a position of a manager, and in 
fact, never become so. There is a principle which says that it 
is possible for a woman to give birth to a child and never become 
its mother. 


We have looked at a few of the elements involved in being 
ridden or riding. You and I stand right in the middle of these 
forces. Our company says to us: “Develop my employees into an 
effective team of producers. We can do it best from top-side.” 


The question is as Kettering once put it: “Believe in the future 
—you had better for that is where you are going to spend the 
rest of your life.” 
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“Well, Team?! .. .” 
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Sound of the Symbols 





by R. C. Dunnuck 


“T can’t understand it,” was 
the chief engineer’s comment. 

“No traceable cause,” sec- 
onded the personnel manager. 

“The thing’s got me buffa- 
loed,” was the rejoinder from 
the engineering manager con- 
cerned. 

“Up to this point,” the chief 
engineer continued, “we haven’t 
had any problems like this. Our 
morale has been up and our 
salaries are certainly in line. 
Now just why—all of a sud- 
den—do we get this bickering 
and complaining from our best 
R & D group?” 

“You’d think,” the personnel 
manager commented with a 
smile, “the whole problem of 
this group of 25 adult males 
centered around changing the 
color of their security badges.” 

This verbal exchange never 
actually happened. However, 
many situations of a similar 
nature have, with sometimes 
far from satisfactory results. 
What was the answer to the 
questions posed by our hypo- 
thetical chief engineer and his 
staff? The answer in many 
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cases determined by our study 
at North American Aviation 
was simply: Someone had tam- 
pered with the status symbols 
of the group involved. Someone 
or some group had changed 
office layouts, or badge coloring 
or size of certain office fixtures, 
or any of the one hundred and 
one things that go to make up 
a complex business status struc- 
ture. These changes had been 
accomplished with no regard 
given to the subjective feelings 
of the group members affected, 
and the results at times had 
been far from what was hoped 
for. Changes in purely func- 
tional relationships with hoped- 
for increased efficiency have 
resulted in many cases in a 


This article is based upon a report of 
status relationships within the engi- 
neering division of North American 
Aviation, Inc., in Columbus, Ohio. The 
report was prepared by Mr. Dunnuck 
while a member of the North American 
engineering staff. He since has be- 
come associated with the Whirlpool 
Corporation. 
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sudden drop in morale and 
working efficiency, with no 
visible reason apparent to the 
individual making the change. 

To further investigate this 
area of status and status rela- 
tionships, I received an assign- 
ment from the engineering 
manager to whom I reported 
to complete a preliminary study 
of the business status symbols 
associated with the engineering 
division of North American 
Aviation’s Columbus, Ohio, 
plant. 

It was realized, of course, that 
no one but an expert in the 
field could draw direct con- 
clusions from a study of this 
type. However, we did believe 
that several working hypothe- 
ses if not changes in practice 
could be drawn from this in- 
vestigation. 

It was believed that this 
study should clarify five major 
areas of doubt. These areas 
were: 


@ General information con- 
cerning status relationships in 
our organization as they cur- 
rently existed. 


® The presentation of the 
apparent reasons for our present 
status symbols being in exist- 
ence. 

@ An examination of some of 
the subjective reasons motivat- 
ing our personnel toward ad- 
vancement. 
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® A compilation of many of 
our currently existing status 
symbols. 


® And, some preliminary 
working hypothesis for further 
study and improvement. 


In undertaking this study, 
the first step after defining our 
objectives was, of course, to 
define our terms. A definition 
was established for status as 
being the relative rank or social 
position of an individual or 
group. Status symbols were de- 
fined as conditions or indica- 
tions that denoted position or 
standing professionally in the 
minds of the members of our 
engineering organization. Need- 
less to say, at this point, we 
made use of the maximum qual- 
ified reference material that 
might give our study the basis 
it needed. 

To simplify our study, we 
arbitrarily divided the engi- 
neering organization into four 
authority levels. These levels 
were 1. Executive engineering 
management; that is, personnel 
having authority for approval 
of operating policy decisions; 
2. Middle engineering manage- 
ment; personnel having author- 
ity for approval of all but 
policy decisions; 3. Lower eche- 
lon supervision; personnel hav- 
ing authority for approval of 
day-to-day operating proce- 
dures; 4. Staff and technical 

MANAGE 





subordinates; or those person- 
nel who are not in direct super- 
visory positions. 

To start the ball rolling, I 
completed a series of informal 
interviews within all levels of 
our technical organization. This 
ran the gamut of a discussion 
of those business status symbols 
affecting our chief engineer and 
his immediate staff to “bull ses- 
sions” with the lab technicians 
as to what made up status in 
their heirarchy. It appeared 
that all levels of our organiza- 
tion, as well as the total organ- 
ization, had its set “pecking 
order” and the visible signs of 
this “pecking order” were the 
status symbols we sought. 

Upon completion of our in- 
terviewing, the job conditions 
that had been mentioned most 
often by our people as symbols 
of status were listed and 
charted according to span of 
effect or interest, by job title, 
and in order of number of per- 
sonnel supervised. After we 
had listed the symbols, two dis- 
tinct types of status symbols 
were clearly apparent. The 
symbols categorized themselves 
as “direct” and “indirect.” The 
direct symbols were those that 
were visibly apparent or ex- 
pressed, such as office location 
or decor, use of a private desig- 
nated parking space in one of 
the company parking lots, etc. 
The indirect status symbols 
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were those marks of rank 
awarded through implication or 
implied expression such as the 
boss. inviting one of his sub- 
crdinates to lunch, the particu- 
lar business associates of each 
individual, social interchange, 
etc. Of the total number of 
status symbols listed, surpris- 
ingly enough almost one-third 
were indirect. This result, it 
must be realized, was gained 
within an organization whose 
members prided themselves on 
being members of a _ profes- 
sional technical organization. 
The symbols that recognized 
the professional scientist or 
registered engineer were far 
down the list from those that 
recognized pure line rank in 
our organization. By actual 
count, less than five per cent of 
all the symbols mentioned dur- 
ing the interviewing were di- 
rectly associated with rank 
within either the sciences or 
engineering. 

A sample of a few of the in- 
terviewing results is listed on 
page 30 to point up the differ- 
ence in the symbols and the 
wide span of interest we found 
to be true. 

Within the area of indirect 
status symbols, another sur- 
prise awaited us. It appeared 
that within our organization 
the indirect or implied symbol’s 
greatest effect is usually held 
to one organizational level. 
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That is, if the boss invites Jim, 
who works for him, to lunch, 
the greatest effect is within 
Jim’s organizational level., The 
boss’s lateral associates are for 
the most part almost completely 
disinterested. This disinterest is 
also held by the men who re- 


port to Jim. The men working 
on the same level with Jim are, 
however, usually interested in 
every detail of the lunch from 
the proverbial “soup to nuts.” 
The only exception to this rule 
appeared in some cases when 
the man invited to the lunch 


Indirect 


Status Symbol 


Social interchange with execu- 
tives and supervision — 





Attendance at seminars and 
symposiums 


Freedom to enter or ‘leave the 
Division at the individual’s 
discretion 





room 


Status Symbol _ 


Organization Titles 





Span a Effect 





- Engineer through Chief Engi- 
neer 


Engineer through Chief Engi- 
neer 





Sr. ‘Engineering Specialist 


through Chief Engineer 





Use of the executive “dining Engineering Managers through 


Chief Baginesr 











Engineer through Chief Engi- 


Span of Effect 





neer 





Security badge, wording, color; 
special designations 


Engineer through Chief Engi- 


neer 





Meeting vendors 





Office furniture 


Parking decals color, wording; 
special designations 
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Engineer through Chief Engi- 


neer 


Engineer through Chief Engi- 


neer 





Engineer through Chief Engi- 


neer 
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or social engagement reported 
directly to a member of execu- 
tive engineering management 
or in essence the “top brass.” 
The lateral associates of the 
boss in these cases appeared to 
show more interest than those 
down the line. The tendency 
of these indirect or implied 
status symbols to increase the 
informal authority or “politi- 
cal” potential of the recip- 
ient was one of the interesting 
questions raised by our study 
that unfortunately we did not 
have the opportunity to investi- 
gate. 

Another point raised by our 
study was the almost over- 
whelming interest expressed in 
status symbols. This interest 
extended from the top to the 
bottom of our organization as 
is evidenced by 61 per cent of 
all the symbols we charted 
were of primary interest and 
concern to all members of our 
organization who were inter- 
viewed. Of these symbols hold- 
ing universal interest, by far 
the majority were the direct 
or visible symbols relating to 
rank. 

The fact that the boss needs 
a telephone with eight outgoing 
lines may be purely functional 
to the boss, but it’s pure status 
to the men and women who 
report to him. The office size, 
location, furnishings, and even 
the color of paint are all of 
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extreme interest. Pastel colors 
may be used in office decor to 
improve working conditions. 
but to the man down the organ- 
izational ladder an office with 
contrasting walls of pastel 
brown is pure status recogniz- 
ing organizational rank and 
authority. 

In looking back over our 
entire study then, we find sev- 
eral interesting thoughts, if not 
conclusions, presented. The man 
who scoffs at his office mate 
spending an evening over at 
the boss’s house is, in all prob- 
ability, keenly aware of every 
detail of the evening and is 
closely watching for any au- 
thority change in the “Joe” who 
sits next to him. The company 
that believes status and status 
symbols are not important to 
their employees is, in all proba- 
bility, unaware of the real im- 
portance their people attach to 
this area. The attached impor- 
tance is not only one of interest 
and in some cases envy, but also 
the importance of clearly indi- 
cating to one and all that with- 
in this carpeted office with the 
three outside windows sits the 
man who is clearly and unmis- 
takedly the “Boss.” In large 
complex organizations status 
symbols reduce the chance of 
mistaking “Mr. Jones” as just 
another engineer; if he has a 
table and a desk he’s manage- 
ment. The comment most often 
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received during our interview- 
ing was “the money around 
here is all right but to really 
do a job I need that new office 
or new telephone or change of 
location.” It was our conclusion 
that after a certain point, de- 
termined by the man con- 
cerned, business status rather 
than money becomes one of 
the most important goals in 
advancement. The company 
that removes all barriers, both 


physical and implied, between 
management and the managed 
may be removing a strong 
motivational tool that might be 
used to provide those needed 
management men 10 years from 
now. 

In essence then, the old’ adage 
“We do not live by bread 
alone” may have first been 
uttered by a man who failed 
in his pursuit of just one more 
colored telephone. 
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Apes 


““I got you a coffee machine . . . now you want coffee!” 
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The COLD WAR 


and Moral Leadership 





Recent months have seen the cold war intensified. Hopes for 
a “summit” meeting that might ease world tensions are not too 
bright in the foreseeable future. 


In this strained atmosphere, what must Americans do to meet 
the growing Communist challenge? 

The El Segundo Management Club, of Douglas Aircraft Com- 
pany, El Segundo, Calif., will get the answer from Vice Admiral 
Robert Goldthwaite, USN, chief of the Naval Air Training Com- 
mand, at its annual Navy Night program January 16, 1961. 

In his address, “The Cold War and Moral Leadership,” Admiral 
Goldthwaite will emphasize how all Americans need to defend 
themselves against the enemy. He will explain how, although the 
Communists are not the cause of every weakness in our country, 
they exploit all of our weaknesses to the maximum. 


The Admiral will point up America’s desire for peace but will 
caution that it'must not be peace by surrender. To hold our place 
among the world families, he believes, we in America must strive 
for positive peace in which despotism and international gangster- 
ism is wiped off the face of the earth. 


Because of the significant nature of Admiral Goldthwaite’s 
address, the El Segundo club is extending invitations to any NMA 
management club member to attend. Reservations may be made 
by contacting E. H. Eckelmeyer, management club program 
director, Douglas Aircraft Company, El Segundo, Calif. 
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Good communications is 
everybody's problem. .. . 
lt must create under- 
standing if our industrial 
world is to be a better 
place in which to work 
and live. 


An incident which actually 
happened recently in a south- 
ern Wisconsin plant helps us to 
see how faulty communications 
might lead to real tragedy. 

Jake was 65 years of age and 
in excellent health. His com- 
pany had no compulsory retire- 
ment plan, neither had Jake 
any thought of retiring. He was 
as alert and energetic as ever. 
Then one day out of a clear 
blue sky the office boy told him 
he was wanted in the main of- 
fice because he had to sign a re- 
tirement paper. Jake was 
stunned—a retirement paper, 
his retirement paper! But he 
wasn’t ready to retire! Then 
he began to feel queer. All the 
symptoms of emotional upset 
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and shock set in. His heart 
pounded, his head ached, he 
couldn’t think straight. So he 
checked out sick and went 
home without calling in at the 
main office. 

When he did not show up at 
work on the third day the boss 
phoned his wife and told her 
he would drop around to see if 
there was anything he could 
do. She told him the family 
doctor had said Jake seemed as 
sound as a bell physically but 
that something must be worry- 
ing him. When the boss arrived, 
he was wise enough to know 
that Jake had something on his 
mind so he said: “Jake, what- 
ever has happened to you? The 
plant isn’t the same without 
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” Third Dimension 
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by Bradford B. Boyd and H. Marie Munro 


you. What’s the ma:ter?” Soon 
Jake loosened up and told him 
about the message he got to 
sign his retirement paper. The 
boss nearly exploded, “Your re- 
tirement paper. No, that was 
for Stan.” It transpired that 
the company was presenting 
Stanley with a scroll in honor 
of his years of service at the 
plant and they wanted Jake’s 
signature on it because he had 
known Stan longer than any 
one else. 


What a needless misunder- 
standing! But this kind of thing 
is happening every day. Jake 
is not the only person who has 
been the near victim of faulty 
and incomplete communica- 
tions. 
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Why Communications? 

Today, every intelligent man- 
ager has heard of the need to 
communicate, but this is quite 
a recent development. It was 
about the time of World War II 
when we first began to realize 
that the employee was inter- 
ested in something above and 
beyond his pay check. He 
wanted to know more about 
the company he was working 
for: Why it was in business, 
what were its products, poli- 
cies, and practices and, natural- 
ly, what plans were being 
formulated for its future 
growth? To satisfy this healthy 
normal curiosity our early or- 
ganized communications pro- 
grams were initiated in indus- 


























try. They were informative in 
spirit and generally told the 
company story through three 
media. The annual report was 
presented and published in 
graphic form to give a picture 
of the financial situation that 
was intelligible to the em- 
ployees. House organs were 
circulated which told about the 
company, its personnel and 
products, to the employee and 
his family. Also, bulletin board 
programs were designed to get 
information out fast and effec- 
tively by elaborate and atten- 
tion-getting posters, displays 
and bulletins. 

But just passing on the com- 
pany story was not enough. A 
change gradually crept in and 
the communications scene be- 
gan to assume a second dimen- 
sion as it evolved into a giving 
and receiving operation. Ideas 
began to filter back on such is- 
sues as policies, plant rules, 
customer preferences, so that 
we began to look upon com- 
munications in broader terms 
as “the giving and receiving of 
the information needed for in- 
telligent action or decision.” A 
department could not operate 
efficiently in its own ivory 
tower. It must be in “communi- 
cation” with the world around 
it. 

Finally we have come to rec- 
ognize a third dimension which 
has widened and deepened our 
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concept. Communications is the 
act of creating understanding. 
Everytime we communicate, 
wherever we are, and whatever 
the topic, we are trying to 
reach a meeting of the minds, 
a mutual understanding of the 
issue, the problem or the situ- 
ation in question. 


Communications Remains a 
Problem 

People have always com- 
municated with each other and, 
in the course of time, we have 
devised all manner of com- 
munications media from tom- 
toms and smoke signals to the 
most persuasive techniques of 
modern TV. Industry, too, uses 
a wide variety of media rang- 
ing from memos to P. A. sys- 
tems. Even so, the truth re- 
mains that we often fail to 
create understanding with the 
result that many of manage- 
ment’s best intentions are mis- 
interpreted. It is unfortunate 
but true that “a great gulf 
exists between thee and me,” 
despite the fact that we, as man- 
agers, spend between 70 and 
90 per cent of our working life 
communicating. 

Because communications is 
such a common human prac- 
tice, we are inclined to slough 
it off with the familiarity that 
breeds contempt, or at least in- 
difference, and think of it as 
something too simple to merit 
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much concern. Nothing could 
be further from the truth. 
Faulty communications cuts a 
wide swath and is responsible 
for so much that goes wrong in 
industry, from individual mis- 
takes to matters affecting a 
whole community. 

An illustration of wasted hu- 
man effort occurred recently 
while some men were cleaning 
up a warehouse. In one corner 
there was an irregular pile of 
formed steel tubing. The super- 
visor casually remarked to two 
men: “Straighten out that pile 
of tubing while you’re here.” 
Of course all he wanted was 
that the men should rearrange 
it in neat piles but they inter- 
preted his order literally. When 
the boss came around again 
there was the tubing in neat 
piles but with all the bends 
straightened out! A simple in- 
stance of misunderstanding but 
very costly in wasted energy 
and material. 

A case with far wider impli- 
cations was revealed by the 
findings of a survey carried out 
under the auspices of the 
Manufacturers’ Association, Ra- 
cine, Wis., and published in 
August, 1959. For many years 
the city’s leaders had been con- 
cerned with the fact that indus- 
trial growth was non-existent. 
No new industries had located 
there since 1918, and in the past 
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decade the city had suffered a 
net loss of 2,500 industrial jobs 
through the transference of 
operations to other communi- 
ties. An analysis of an exhaus- 
tive questionnaire showed that 
the poor climate for industrial 
development was due in large 
part to poor employee and pub- 
lic communications. As a re- 
sult, the city’s industrial lead- 
ers have dedicated themselves 
—‘‘to do a better job of com- 
municating with our employees 
—and to keep the rest of the 
community better informed of 
our activities.” In other words, 
they have declared that com- 
munications is a management 
“must.” 

Have you ever wondered 
why the grapevine gives such a 
distorted view of things? A 
simple experiment shows what 
happens when a story is handed 
down by word of mouth from 
one person to another. Just ask 
three or four people to go out- 
side for a few minutes. Now, 
show an “incident,” either in 
movie or static form, to the rest 
of the group. Ask one man if 
he will relate exactly what he 
saw to the first man requested 
to reenter the room. The latter 
then repeats what he has been 
told to the next man from out- 
side, and so on until the chain 
is completed. Whatever else 
happens to the story in the 
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transition you can be positive 
that the final version will bear 
little or no resemblance to the 
original. A demonstration like 
this illustrates the grapevine in 
action and most of the common- 
ly recognized barriers to effec- 
tive communications. 

First, we get distortion be- 
cause we lose some of the de- 
tails. In fact, the more detail in 
the original version, the more 
distortion creeps in as the story 
is retold. Then we tend to em- 
bellish the story by adding or 
changing facts. We filter out 
what appeals to us and so we 
lose the perspective. In short, 
each person interpolates from 
his own frame of reference be- 
cause the human brain sifts out 
what it wants to see and hear 
unless it is properly motivated 
or trained to be objective. 

If we want to create under- 
standing, which we are told is 
the beginning of wisdom, it’s 
logical to analyze why we fail 
and what we can do to remedy 
the situation. 


Communication Barriers 
Eco or SELF-INTEREST 

Some of the reasons why we 
fail to communicate are so 
simple that we are inclined to 
ignore them as we have already 
shown. A simple experiment 
with the grapevine caught 
sight of the way our ego deter- 
mines what we shall hear or 
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see. This ego or self-interest is 
one of many road-blocks to 
good understanding. We tend 
to shut out things we do not 
want to hear, or we twist the 
meaning around to make it 
more pleasant to digest. It is a 
common human tendency to 
screen out the unpleasant 
things or play them down be- 
cause our inner nature recoils 
from pain. It is the way we are 
constituted and we should al- 
ways be aware of this. 


Poor LISTENING 

Another human frailty seems 
to be that we prefer to talk 
rather than to listen. In fact, 
we are notoriously bad listen- 
ers. Perhaps it is not all our 
fault, because experiments 
show that, although we can 
listen at the rate of 500-700 
words per minute, our attention 
span is very brief, and averages 
1.9 minutes. Since we speak at 
a rate of about 125 words per 
minute, the listener has a tend- 
ency to go woolgathering. The 
length and frequency of these 
“mental excursions” will de- 
pend largely upon our interest 
in the subject and the speaker. 
So, if we want people to listen, 
we must use the right pace and 
the right appeal. 

Also any astute observer of 
human nature can distinguish 
various levels of listening. “Is 
anybody listening?” can refer 
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to four different states of mind. 
The listener can hear the words 
and that is all. He can both 
hear and retain them to the ex- 
tent that he is able to repeat 
back the words. But a parrot 
can do this, so it is no great 
achievement for a human be- 
ing. He must listen to wnder- 
stand what is being said. Then, 
if he is properly motivated, he 
will go into action, the ulti- 
mate aim of all industrial com- 
munications. 

We must also remember that 
listening while under pressure 
or tension generally results in 
poor understanding. Any emo- 
tional disturbance or overtone 
blurs the true picture and dis- 
torts the facts. 

Good listening, the receiving 
end of the communications 
cord, is a vital, active process. 
We can help people to listen by 
developing an awareness to 
their reactions, and by cultivat- 
ing a sensitivity to the things 
that interest them so _ that 
understanding can take place. 
The burden of getting through 
the poor-listening barrier rests 
with the speaker if he truly 
seeks an understanding of what 
he communicates. A sense of 
the dramatic often helps to 
hold attention, such as the use 
of visual aids or verbal analo- 
gies that are striking and ap- 
propriate. Lastly we can al- 
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ways ask questions for feed- 
back to give us a clue to how 
well we are making ourselves 
understood. 


SEMANTICS 

One of the biggest barriers 
to communication is the fact 
that the same word can have 
several different meanings. A 
fast color has nothing to do 
with a fast horse and a fast 
woman means something else 
entirely different. Within the 
confines of industry, the word 
“credit” implies one thing to 
the sales department and an 
entirely different thing to the 
supervisor of a production de- 
partment. Words only assume 
significance as the people who 
use them agree upon their 
meaning. Because we are all 
individuals, putting our own 
interpretations on them, it is 
virtually impossible for us to 
transplant intact a concept or 
idea from one mind to another. 
Just take the word “profit” and 
look at it from two points of 
view—the union and the man- 
agement. Our objective is to 
communicate so that we close 
the gap between these two as- 
pects of the same thing. 

This semantic barrier—se- 
mantics being the science of the 
meaning of words—is fortified 
rather than reduced by the 
technicians in our age of spe- 
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cialization. In business and in- 
dustry, as in every other spe- 
cialized field, we invent and use 
words that have a_ peculiar 
significance to our situation and 
which are not understood by 
other specialists or our em- 
ployees. It helps to remember 
to use words advisedly and to 
communicate in terms that are 
meaningful to our associates. 


Failure to See the Need 

Finally, the fourth barrier to 
good communications is per- 
haps the simplest and yet the 
most deep-rooted of all—our 
failure to see the need. We tend 
to take too much for granted by 
assuming the next fellow 
thinks exactly as we do and 
therefore no explanation is 
necessary. He does not think, 
or even see, as we do. We are 
all individualists. Therefore, if 
we are to communicate effec- 
tively, we must get rid of this 
universal blind spot by de- 
veloping a conscious awareness 
of the need to create under- 
standing. 

A failure to see this need 
caused the office boy to create 
a serious misunderstanding in 
Jake’s mind over the signing of 
a retirement paper. It did not 
occur to him that Jake would 
interpret the instruction to 
mean his own retirement. A 
keener sensitivity to Jake’s 
feelings would have saved a 
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great deal of unnecessary dis- 
tress and suffering. Then again, 
once the industrial leaders in 
Racine, Wis. had _ identified 
their problem as one of faulty 
communications, their course 
of action became clear. Racine 
is a wonderful community in 
which to do business and its 
story must now be told. 

If we can bring ourselves 
first to see the potential danger 
in careless communications, 
then to allow common sense to 
take over, we shall resolve 
many of the communications 
problems that now plague us. 
The need for this awareness to 
communicate has never been 
greater. When management, in- 
dividually and_ collectively, 
recognizes this urgent need 
communications will improve. 


A Positive Approach 

Good communications is no 
great mystery nor does it call 
for any magic formula. Follow- 
ing the Golden Rule is a step 
in the right direction. But first 
we must learn to plan what we 
want to say, choose the appro- 
priate media, and invite feed- 
back to make sure we have got- 
ten the message across in its 
original intent. 

Creating understanding calls 
for the right climate and the 
right soil. It takes conscious ef- 
fort to cultivate this kind of in- 
dustrial atmosphere. No one 
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wanted to make Jake suffer 
through those three days of 
misgiving and apprehension. 
The evil that is wrought 
through incomplete communi- 
cations is rarely intentional. 
Improvement starts when we 
train ourselves and others to a 
clear understanding of the im- 
plications of poor communica- 
tions in all our relations with 
other people. 


Strive Continually for 
Understanding 

Learn to be a good listener. 

Seek for the “why” behind 
the “what.” 

Sensitize yourself to the re- 
actions of the other person. 


Put Communications on a 
Positive Basis 

Can we avoid the tendency 
to blame or censure others 
when problems arise? Can we 


find out what went wrong and 
why? Then, can we plan to 
prevent any recurrence? 


Accept the Personal Challenge 
of Communications 

Develop an awareness to its 
need and importance. Make a 
conscious effort to practice it 


daily. 
Good communications is 
everybody’s problem — yours 


and mine. It is a problem in 
depth. We must communicate, 
not only to tell our side of the 
story, but also to reach a meet- 
ing of the minds by creating 
understanding. 

Remember: In the final anal- 
ysis you and I are responsible 
for communicating in a way 
that will create the kind of 
understanding which will make 
our industrial world into a bet- 
ter place in which to work and 
live. 





“The Greatest Challenge” 


“The greatest challenge which this competitive and explosive 
modern age makes on American business is to participate in 
national leadership in the field of public affairs,” says Secretary 
of Commerce Frederick H. Mueller, “to participate far beyond all 
previous chores of normal citizenship and company self-interest. 

“Unless businessmen make .. . public affairs their business, 
free enterprise in this kind of world may find itself out of 
business in the next few years.” 
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ORGANIZATIONAL EFFECTIVENESS 


UNDER STRESS 


by Chris Argyris 


In Part 2 of this article the author turns to data obtained in 
Plant 6 concerning the impact of stress on a company with a “be 
nice” philosophy. He begins by describing management’s initial 
strategy for introducing the cost reduction and control program. 


(Part 2) 


Management reasoned that 
since it always maintained a 
policy of motivating employees 
by means of high wages, high 
benefits, and high job security, 
it would be best to begin the 
cost reduction in areas that had 
the least influence on wages, 
benefits, and job security. As a 
result, management decided to 
reduce the kitties but to ac- 
complish the reduction in such 
a way that employees would 
not lose any money. 

A notice was ‘posted that, 
effective at a certain date, no 
employee could hold more than 
one day’s kitty. All kitties then 
held, no matter what their size, 
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were to be paid off in full by 
management. Moreover, effec- 
tive as of the same date, the 
foreman in each department 
was to hold the kitty for each 
employee. 

Management was not blind 
to the fact that this new policy 
would be resented by some of 
the employees. To overcome the 
resentment, it counted on its 
plans to hold employee wages 
high and to show that the new 
program would, in the long run, 
increase employees’ job secur- 
ity. Also, it expected foremen 
and especially middle manage- 
ment to sell and push the plan. 
Finally, executives felt that, 
since their relationships with 
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the employees were cordial and 
warm, they could make more 
visits to discover any major dis- 
content, and act accordingly. 


Widespread Resentment 

How have these tactics 
worked out? 

Our studies of Plant 6 show 
that since the kitty is closely 
related to the employees’ need 
for control of their income and 
pace of work, its reduction is 
resented—even though manage- 
ment clearly guarantees to the 
employees that their wages and 
job security will not be affected 
negatively. Moreover, since the 
kitties are higher for the high- 
skill workers, the new policy 
is seen as being more punitive 
by 100 per cent df them (where- 
as only 50 per cent of the low- 
skill employees see it this way). 
This is very disturbing to the 
high-skill employees because 
they have had constant contacts 
with upper management and 
view themselves as the real 
backbone of the company, as 
the workers who give the com- 
pany a world-wide reputation 
of excellence in the manufac- 
ture of its products. Some typi- 
cal comments are: 

@ “It seems to me that I can’t 
add too much more except to 
tell you the old men and the 
young men together feel that 
this business of cutting down 
the kitty is just rotten. In fact 
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they dislike it so much that 
they coached me on what to say 
when I came down here. Every- 
body wants to make sure that 
I let you know how much they 
disliked them taking away the 
kitty.” 

e “I think they’d like to have 
one. The way it is set up now 
it’s impossible to have one. It 
used to be when you had a 
kitty you felt pretty happy be- 
cause if you didn’t feel too good 
one day or do too well, you 
knew you could make it up. 
But now you have to worry; 
now you don’t even knew 
whether you'll be able to make 
it up or not. Well, I think the 
fellows just resigned them- 
selves to it that that was it. 
Really you don’t have any 
choice. The only choice is to 
accept it or get out, and I don’t 
want to get out. Not this time.” 

e “I think it’s a good thing 
to have. Sometimes you have a 
good week and you save up a 
few tickets and you know you 
can make a good amount of 
money. Now you can’t. Now 
we've got to turn them in right 
away. You have to keep track 
of your own to make sure that 
they’re not cheating us, and 
you know, that’s not easy to 
remember, all the jobs you did, 
and the piece rate, and so on. 
I don’t think the fellows like it. 
They’re much more worried— 
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of course, they don’t say too 
much. They can’t say anything. 
What the hell can you say about 
it when they’ve done it—there 
is nothing you can say about 
it.” 

Moreover, the employees are 
not accustomed to the increased 
pressure. Again, it is the high- 
skill employee who reports 
feeling it the most. Thus, 53 per 
cent of the workers in this 
group report high pressure, 
whereas only 23 per cent of the 
low-skill employees report they 
experience pressure. 

Although the employees re- 
sent the pressure, it does not 
follow that they do not under- 
stand the necessity for it. Many 
of the high-skill and low-skill 
workers speak understandingly 
of the necessity for cost reduc- 
tion. What makes it so disrup- 
tive is that they are experi- 
encing a curtailment of their 
ability to control their work— 
a need so important that they 
consider it a part of the core 
of the psychological work con- 
tract. From the employees’ 
view, this is the first time man- 
agement has violated the psy- 
chological work contract. They 
have begun to think that noth- 
ing is guaranteed or sacred any 
more. Maybe the psychological 
contract ought to be in writing! 


Verbal Protest 
So much for the actual feel- 
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ings of workers. Now, what do 
they say to management? 

The reader may recall that 
the employee-management re- 
lationship was described by 
both groups as most amicable 
in the past. There rarely was 
a time that employees felt a 
need to express hostility and 
aggression toward management. 
Therefore, it is not easy for 
the employees to express hos- 
tility and resentment toward 
top executives now. Moreover, 
employees will tend not to ex- 
press their pent-up resentment 
toward, or in front of, the fore- 
men. They think of the fore- 
men as ineffective and having 
little influence. It does not make 
much sense to an employee to 
express his pent-up feelings to 
someone that he perceives as 
being “weaker” in influence 
and power than he himself is. 

Where and how will these 
pent-up feelings find expres- 
sion? Two factors influence 
employees to contact middle 
management: 

1. Since they believe their 
foremen have little influence, 
they quite naturally turn to the 
middle management. 


2. Since top management, too, 
tends to perceive the foremen 
as “weak” and “passive,” it 
urges the middle managers to 
take a more active and direct 
role in “selling” and “pushing” 
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the cost-reduction program to 
employes. 

Middle managers, according- 
ly, must increase their con- 
tacts with, and the pressure 
they place on, the employees. 
It is not surprising to learn, 
therefore, that 77 per cent of the 
workers view middle manage- 
ment as being “too dominating,” 
“too damn easily upset,” “pres- 
sure boys,” and “ready to give 
hell but no praise.” By contrast, 
less than 10 per cent of the low- 
skill and high-skill employees 
report the same attitudes in 
Plant 5. 

The middle managers are 
placed in a difficult position. 
Having to take a more direct 
hand in pushing the cost-reduc- 
tion program requires that they 
perform activities normally 
done by the foremen; this un- 
dercuts the foremen. However, 
since these men have already 
come to perceive themselves as 
“second-rate,” they no longer 
are willing to fight the invasion 
of their area of responsibility. 
They are only too willing to 
let the boys upstairs do their 
“pressure work” and “catch the 
appropriate hell.” 

Thus, the more middle man- 
agers push and take on the 
duties of the foremen, the less 
the foremen develop. Further, 
the more top management dis- 
trusts the foremen, the more 
it pushes the middle managers 
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to take a more active role. It 
is not long before middle man- 
agement becomes a tired and 
harried group of individuals 
trying to perform two jobs 
while simultaneously realizing 
that this makes the foremen 
feel worse. The only thanks 
they seem to get is more pres- 
sure from the top and “kind” 
words from the bottom. 


On All Levels 


Under stress, therefore, Plant 
6 becomes a situation where 
middle management is forced 
to behave in a way which is 
ineffective and which blocks 
the development of the fore- 
men. It is possible to predict 
that as the necessity for pres- 
sure continues, top managers 
will have to increase their di- 
rect contacts with middle man- 
agers and with foremen. In 
short, just as middle manage- 
ment found it necessary to take 
on some of the foremen’s duties, 
the top men will tend to take 
on some of the duties of middle 
management. The point I am 
making, in other words, is that 
an apathetic, noninvolved em- 
ployee group can slowly but 
surely drag down the level of 
excellence and competence of 
all levels of management. 

It is interesting to note that 
middle management is receiv- 
ing the brunt of hostility from 
employes, even though the 
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latter concede that the pressure 
for the cost-reduction program 
is not the fault of people at this 
level. However, middle manage- 
ment has great trouble com- 
municating the difficulties in 
the situation to top executives. 
The latter, having increased 
their visits with employees and 
sensing little or no increase of 
employee hostility, interpret 
complaints from middle man- 
agement as exaggerated or dis- 
torted. Consequently, the top 
managers tend to respond with 
greater pressure on the middle- 
and first-line foremen, thus ag- 
gravating the vicious cycle 
more than ever. 

Top management faces an al- 
most insuperable problem in 
analyzing a situation of this 
kind correctly. No matter how 
earnest its intentions, it re- 
ceives only certain kinds of 
feedback from employees. It 
may seek the truth but be un- 
able to get it. In Plant 6, for 
instance, the question of control 
was a vital one in low-skill 
workers’ feelings, yet unappre- 
ciated by plant heads. 

Before we began reporting 
data from our studies in the 
plant, top management pre- 
dicted that the cost-reduction 
program would produce the 
lowest morale among low-skill 
workers. Its diagnosis—a_ per- 
fectly sound one, given its view 
of the situation—was that mor- 
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ale would be low where the 
cost-reduction program influ- 
enced the take-home pay. The 
greatest influence of take-home 
pay was in the low-skill de- 
partment, and our data confirm 
the hunch: the low-skill people 
do tend to be dissatisfied with 
their wages. But they are also 
increasingly dissatisfied with 
the decrease in control over 
their jobs. Because they do not 
communicate the latter source 
of dissatisfaction, top manage- 
ment is not aware of it at all. 

It is equally difficult for plant 
heads to understand what high- 
skill employees are thinking: 

These workers also find it 
difficult to express their resent- 
ment to top management, even 
during an executive’s visit. The 
reason is that they are accus- 
tomed to waiting for the cue 
from management as to what 
to talk about duting the visits. 
Since managers hold the con- 
cept of employee satisfaction 
that they do, they tend to ask 
how the employees feel about 
their wages. But since wages 
are not a problem for these em- 
ployees, they reply they are 
satisfied with their earnings. So 
the managers go to another 
subject, leaving the high-skill 
workers with their pent-up 
feelings. 

How do the employees’ pent- 
up feelings affect quality of 
production, absenteeism, turn- 
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over, waste in manufacturing, 
and the desire for unionization? 

Lately there has been an in- 
creasing tendency to underesti- 
mate the importance of worker 
feelings on actual performance. 
This tendency is a natural re- 
action to the overemphasis of 
some personnel programs on 
the establishment of good hu- 
man relations and happy em- 
ployees. I have been one who 
has frequently criticized the 
happiness or “let’s love them” 
schools of human relations. 
However, it does not follow that 
employee satisfaction (in the 
deep sense of the word) is not 
extremely important to the 
health of the company. In fact 
it is. 
Self-Inflicted Pressure 

An important impact of the 
cost-reduction program in Plant 
6 is that it increases the anxiety 
the employees have about mak- 
ing a day’s pay every day. Be- 
fore the kitty was eliminated, 
if the employees had a bad day, 
they could dig into it and make 
up their lost earnings. This is 
no longer possible. Consequent- 
ly, the employees experience 
internal pressure to keep pro- 
ducing until they have earned 
a day’s pay. It is significant that 
in Plant 6 the workers report 
considerably more self-inflicted 
pressure than in Plant 5—73 per 
cent of the low-skill and 87 per 
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cent of the high-skill employees 
in Plant 6, as against 39 per 
cent of the low-skill and 43 per 
cent of the high-skill employees 
in Plant 5. 


Drop in Quality 

Since the employees now feel 
the anxiety of “not making out” 
daily, and since they press 
themselves every day to pro- 
duce enough to earn a fair day’s 
pay, it is not difficult to see why 
they report that they no longer 
tend to worry as much about 
quality as the company wishes. 
Our data show a statistically 
significant difference between 
the number of employees in 
Plants 5 and 6 who report that 
they no longer worry about 
quality of the product. More 
workers do not worry about it 
in Plant 6. As one man put it, 
“From now on quality is not 
my worry—that’s the com- 
pany’s problem. Let the inspec- 
tors worry about it.” Of especial 
importance is the fact that a 
greater proportion—20 per cent 
more—of the high-skill em- 
ployees are less interested in 
quality work. A typical com- 
ment from this group is: 

“If rates are good, the man 
will give to the best of his 
ability. Now I don’t give good 
quality all the time, mister. I'll 
be the first to tell you, I try to 
give good quality. But I know 
past a certain point if I don’t 
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wise up, I won’t make a day’s 
pay. If a man gets the feeling 
that he’s away behind, he’s got 
nothing to get fussy about, be- 
cause if he gets fussy, he may 
give good quality but his fam- 
ily will starve.” 

A decrease in the quality of 
work, we can predict, will pro- 
duce an increase of pressure 
from management for better 
quality control. More inspectors 
and tighter standards will be 
added. Actual events in Plant 
6 confirm the prediction. In an 
interview with the top plant 
managers six months after our 
study ended, they reported that 
the number of inspectors to 
check quality has by necessity 
been increased nearly 20 per 
cent. Moreover, they expect to 
add more inspectors in the fu- 
ture. 

The increased use of inspec- 
tors may bring with it tighter 
controls of quality. It may also 
lead to the employees feeling 
even less responsibility for the 
quality of their work. The em- 
ployees’ interpretation may be 
in effect, “O.K., if they want to 
pressure me, and check on me, 
fine; let the inspector worry 
about quality.” 


Rivalry and Unfriendliness 
There is a good deal more 
bickering and arguing by em- 
ployees for the “easy” and 
“tough” jobs in Plant 6 than 
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in Plant 5. Also a majority of 
employees in Plant 6 describe 
their relationships with work- 
ers as “not very friendly” 
whereas only a minority do in 
Plant 5. Here is a typical com- 
ment from a Plant 6 worker: 

“Oh, I think it has changed 
quite a bit. In the old days 
there was much more friendli- 
ness. Now the prices are getting 
higher and the fellows are 
squabbling among each other. 
Also in the old plant there were 
more ways of skinning a cat 
and making a buck. Things are 
tightening up now, and you 
can’t make a buck as easily. 
They are kind of putting the 
squeeze on, I guess—something 
maybe they have to do to keep 
the company going.” 

The foremen confirm the in- 
crease in employee unfriendli- 
ness. The majority report that 
they are “fed up” over the 
increase in petty arguments as 
to who should receive the 
“easy” jobs and who should re- 
ceive the “tough” jobs. 

One by-product of employee 
rivalry is that it reduces the 
opportunity to develop strong, 
cohesive, informal work groups. 
The lack of such groups acts 
to inhibit even further the em- 
ployees’ communication of hos- 
tility and resentment toward, 
or in front of, top management. 
They tend to be afraid of the 
consequences of “telling the 
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truth” if management reacts to 
their hostility in a negative 
manner. For example, here is 
one exchange between a worker 
and a researcher: 

Worker: A kitty, I’d say, is 
very, very important. Every- 
body wanted it. Now when the 
fellows heard they weren’t go- 
ing to have a kitty, they didn’t 
like it at all. They didn’t like 
it at all, believe me. 

Researcher: Could you help 
me to understand how the em- 
ployees have -reacted to the 
change? 

Worker: What can they do 
about it? Nothing. They tell 
you, and that’s it. Is there any- 
thing else you can do about it? 
You see, most of the men here, 
they really don’t stick together. 
It’s a dog-eat-dog world. Every- 
body’s trying to get the best 
jobs, the easiest jobs that pay 
the most money for the least 
amount of work. So they’re 
competing one against the oth- 
er. Well, when you get that 
kind of a situation, you don’t 
get people who'll stick together 
and work. Another fear is that 
if they stuck together and man- 
agement decided they were, 
you know, looking for a union, 
well, then they might be fired. 


Skilled Workers 


The more mature employees 
in Plant 6 tend to desire union- 
ization, be absent more fre- 
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quently, and decrease the 
quality of their work. The rea- 
son, I believe, is that unioniza- 
tion, absenteeism, less interest 
in quality, and so on, are ways 
employees have to adapt to the 
frustration and conflict that 
they experience on the job. The 
greater the frustration, the 
greater the need to do some- 
thing about it, especially if the 
workers’ reaction is likely to be 
perceived as hostile by manage- 
ment. 

The high-skill employees are 
hardest hit because they aspire 
to be more independent, less 
submissive, and to use more of 
their abilities. According to our 
data, these men are the more 
mature workers also. And the 
gap between the needs the em- 
ployees wish to fulfill and the 
opportunities the company of- 
fers for need fulfillment is 
greater for them than for oth- 
ers. Frustration and conflict 
will therefore tend to be highest 
for them, too. 

As a result it should not be 
surprising that, according to 
our data for Plant 6, only 10 per 
cent of the low-skill employees 
desire unionization whereas 29 
per cent of the high-skill em- 
ployees do. Two high-skill em- 
ployees state: 

e “Well, I sometimes wonder 
what would happen if there was 
an organization which would 
really represent the workers; 
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where the people really could 
sit down together to talk about 
many of the problems that are 
bothering both sides. And I 
think it’s a very good thing for 
the workers to have some sort 
of an organization where they 
can get their point of view up 
to the top. You can get your 
point of view to the foremen, 
but you know that doesn’t make 
any difference because, as I told 
you, he doesn’t have any au- 
thority.” 


® “Yes, I’d say there is a hell 
of a lot of pressure, and a lot 
men are getting run-down. A 
lot of them go home, they’re 
tired, dead tired. You know it’s 
only the guy who really worries 
about quality that feels the 
pressure. The other guys—they 
don’t give a damn so they don’t 
care what they give out. I’d say 
if they’re not careful, they’re 
going to have a union on their 
hands someday.” 

As for turnover and absentee- 
ism, the results are also as 
might be expected. Wherever 
accurate data are available, the 
high-skill departments in Plant 
6 have higher turnover and ab- 
senteeism rates than the high- 
skill and low-skill departments 
in Plant 5. While absenteeism 
in Plant 5 is so low that no rec- 
ords are kept, absenteeism in 
Plant 6 averaged from 3 per 
cent to 3.9 per cent during the 
year of the study. 











Turning to the quality prob- 
lem, we find that the high-skill 
departments in Plant 6 have a 
consistently worse record than 
the low-skill groups in the or- 
ganization. It is interesting, for 
example, to compare each de- 
partment’s expectation of what 
it plans to achieve in terms of 
quality with its actual achieve- 
ment. A typical case is one for 
the fourth quarter of 1958, 
where the high-skill depart- 
ment did worse in achieving its 
level of aspiration than the low- 
skill department (the measure 
used to judge quality being the 
amount of “back work,” i.e., 
the number of items that must 
be returned because of poor 
quality): 


High-skill department 


























Budgeted Actual Variance 
35,670 40,037 —4,367 
Low-skill department 
Budgeted Actual Variance 
10,325 11,438 —1,113 








What are the pros and cons 
of a managerial philosophy 
holding that the role of top 
management is to provide the 
inspiration and push, with em- 
ployees left to be apathetic and 
indifferent as long as they are 
adequate producers? Our study 
leads to the following conclu- 
sions: 

1. The policy of minimal 
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pressure and “being nice” to the 
employees will tend to show 
few human or production prob- 
lems as long as no new demands 
are made on the organization— 
as long as organizational sta- 
bility is possible and/or valued 
over growth. 

2. Stability, however, does 
not tend to be tolerable to a 
management whose basic phi- 
losophy is to grow and develop. 
If a plant’s corporate manage- 
ment holds to the “grow-or-die” 
philosophy,’ supervisors and 
workers can never rest on their 
laurels. They will always be 
asked to find new ways to cut 
and control costs. 

3. Under pressure for cost re- 
duction, the following will tend 
to occur in a company like 
Plant 5 or Plant 6 with a “be 
nice” philosophy: 

® Since high-skill and low- 
skill employees are not accus- 
tomed to pressure, they will 
tend to resent it even though 
by the standards of other plants 
the amount of pressure is 
small. 


® The resentment will be 
higher in the high-skill depart- 
ments and lower in the low- 
skill departments. 

Low-skill and _high-skill 
employees will not tend to ex- 
press their resentments openly 
in front of management or the 
foremen. 
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® Low-skill and_high-skill 
employees will tend to project 
most of the blame for their ten- 
sion on the middle manage- 
ment. 


® Middle managers will not 
feel understood by top manage- 
ment. They will tend to react 
by increasing the pressure 
downward. 


® Since the foremen view 
themselves as being second- 
rate, their tendency will be to 
coerce the middle managers to 
take on the responsibility for 
the pressure. 


® Top executives will tend to 
require middle management to 
“carry the ball” for the pres- 
sure, because they lack confi- 
dence in the foremen. 


® Self-inflicted pressure to 
“make out” every day will in- 
crease, especially among high- 
skill employees. 


® The quality of work will 
decrease, especially among the 
high-skill employees. 

® Competition and rivalry 
among employees will increase 
and friendliness will decrease. 


® Employees will find it dif- 
ficult to create cohesive in- 
formal groups. 

The more mature em- 
ployees will tend to desire 
unionization more, be absent 
more frequently, quit in greater 
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numbers, and find it more diffi- 
cult to achieve their own pro- 
duction standards. 


Difficulties Compounded 

The results listed will tend 
to make management more 
anxious and apprehensive. Con- 
sequently it will tend to in- 
crease the pressure on middle- 
and first-line supervisors. This 
pressure in turn will be passed 
down to the employee, especi- 
ally by the middle-management 
supervisor who finds himself 
doing more and more of the 
work normally expected of a 
foreman. As the pressure on 
employees increases their re- 
sentment, with all that means 
for quality, production costs, 
absenteeism, turnover, and 
needs for a strong union, man- 
agement will tend to apply 
new pressure and create new 
and tighter controls. The loop 
is then closed; the increased 
pressure will only tend to com- 
pound the problems just men- 
tioned. 

What should be done about 
this situation? Actually, we 
have only begun to see the diffi- 
culties involved in understand- 
ing organizational health; the 
research described in this ar- 
ticle is just the first of a neces- 
sary series of steps that need to 
be taken. Defining the problem 





is the crucial part. If we can 
come to understand all the rele- 
vant factors involved in organi- 
zational illness and health, rec- 
ommendations will flow easily 
and swiftly. 

In the Department of Indus- 
trial Administration at Yale 
University we are developing a 
very tentative model of organ- 
izational health which may help 
the manager to ascertain what 
is the proper “mix” of individ- 
ual needs and organizational 
demands under specified condi- 
tions. This is a long-range pro- 
ject. In the meantime, studies 
like the ones of Plants 5 and 6 
help to acquaint managers with 
some of the reasons for their 
problems. It can also be hoped 
that such studies will save some 
firms from committing them- 
selves to policies like those 
adopted by Plants 5 and 6. 

I see a bright future for our 
society if this research pays off, 
as I believe it will. This will 
help make it possible for people 
with different needs to live in 
a relationship such that both 
they and the organization can 
maximize their goals. The or- 
ganization needs the individual 
just as much as the individual 
needs the organization. Each 
is incomplete without the other. 
Herein lies the strength of co- 
operation and the basis for de- 
veloping it further. 


Reprinted with permission from Harvard Business Review 
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ACT on FACT 


A “No Smoking” sign meant 
just what it said at the “X” 
textile mill. The plant had been 
plagued by fires. Accumulations 
of highly inflammable lint 
throughout the shop—even on 
the fence and lawn outside of 
it—had drawn the attention of 
the town fire inspector. 

“Already you have had fires 
break out in various rooms of 
the building,” he said. “This 
lint should be cleaned up reg- 
ularly until you find some way 
to stop it from gathering.” 

Management was anxious to 
follow the inspector’s direc- 
tions. Fire had caused the can- 
cellation of its insurance, and 
the company had been forced 
to pay a higher premium to buy 
protection elsewhere. Super- 
visors were told to stress the 
“No Smoking” rule and to in- 
form all employees that severe 
penalties. perhaps discharge, 
would result if it were violated. 
A fire brigade was organized, 


by James M. Black 





made up of supervisors and 
employees who were trained by 
the local fire department. 

You would think all this 
would make employees fire con- 
scious. But there’s always some- 
body who doesn’t get the 
message. 

One day Supervisor John 
Murray smelled smoke, appar- 
ently coming from the roof. He 
climbed the ladder that led to 
the top of the building, and 
there, despite a steady rain- 
storm, were two members of his 
fire brigade puffing away con- 
tentedly on cigarettes. 

Murray watched them for a 
minute before he revealed his 
presence. 

“You men know the penalty 
for smoking! You’re both vet- 
erans, both members of the fire 
brigade. You’re fired!” 

“But we didn’t know we 
couldn’t smoke on the roof. No 
signs were posted and you 
never told us,” they protested. 
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“You took fire instruction 
training. You knew you weren’t 
allowed to smoke anywhere on 
the premises. The discharge 
stands.” 


Arguments at Arbitration 

The two employees filed 
grievances and, at last, the case 
came before an arbitrator. Here 
is how the union defended its 
members. 

“The two employees were 
smoking and that was wrong. 
But the grievants were unjustly 
discharged. The union did not 
agree to the ‘No Smoking’ rule 
in the first place. The contract 
says that there must be mutual 
agreement on plant disciplinary 
rules, and they must be con- 
spicuously posted. A ‘No Smok- 
ing’ sign was not posted on the 
roof. Finally, the ‘No Smoking’ 
rule does-not say that a viola- 
tion of it will necessarily result 
in discharge. 

“Supervisor Murray told em- 
ployees they could smoke in 
rest rooms. He admits that he 
did not say he would fire them 
if they smoked elsewhere. The 
company has harped on the 
danger of fire, but there are 
lint deposits in the rest rooms 
where smoking is permitted. 
So far as the insurance argu- 
ment is concerned, that’s irrel- 
evant. What have we got to 
do with that? It’s company bus- 
iness. 
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“Neither grievant has pre- 
viously been disciplined for 
smoking. Their records are 
good. Undoubtedly they de- 
served a warning, maybe a 
penalty. But discharge, No! 
They should be reinstated in 
their jobs and given their back 
wages.” 

Said the company, “Super- 
visor Murray was not only 
right, he had a duty to dis- 
charge the two employees. He 
was protecting other employees 
and plant property. The con- 
tract gives him that right and 
the union has equal responsi- 
bility to promote safe practices. 

“The contract gives the com- 
pany the right to set up shop 
rules concerning conditions of 
employment if they are mutu- 
ally satisfactory to the union. 
The contract also says that 
management can make other 
rules on its own initiative if 
they are not in conflict with the 
agreement. The ‘No Smoking’ 
regulation was in this category. 
Employees knew the _ rule 
against smoking. The grievants 
knew it especially well. They 
were members of the fire bri- 
gade. The union’s claim that the 
contract requires that signs be 
posted in ‘specifically desig- 
nated’ places is not valid. The 
contract doesn’t say that. These 
places may be designated or- 
ally. There was no need for a 
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sign to be posted on the roof, 
as that was in the ‘No Smoking’ 
area. There was just cause for 
discharge and the grievances 
should be dismissed.” 


Opinion’ of Abritrator 

“Supervisor Murray admits 
he told the grievants they 
could smoke in rest rooms,” 
said the arbitrator. “He con- 
cedes he did not say they would 
be fired if they smoked else- 
where. The company also ad- 
mits that signs were not posted 
in every designated area, but 
claims employees were notified 
orally. We agree that the in- 
surance argument has no bear- 
ing on the case since the union 
was not a party to that contract. 
Furthermore, Supervisor Mur- 
ray has admitted he permitted 
smoking in rest rooms though 
they too were not free from 
lint. 

“However, the serious fire 
hazard at this plant was well 
known to all employees. The 
action of the grievants endan- 
gered the lives of their fellow 
workers and plant property. 
Their offense was doubly se- 
rious when we recall they were 
members of the fire brigade. So 
I cannot accept their plea that 
they were ignorant of the rules. 

“The company has made a 
sincere effort to stop smoking, 
and until this incident it was 
successful in doing so. The rule 
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is necessary for safety and 
should be obeyed. The union’s 
argument that it did not agree 
to it has no merit. Also, I am 
convinced from the evidence 
that all employees knew about 
the rule. 

“The grievants deserved dis- 
cipline. The requirement of just 
cause applies. But I do not think 
the circumstances in this case 
add up to discharge. The smok- 
ing took place on the roof in 
the rain. These mitigating fac- 
tors do not excuse the griev- 
ants, but they should be taken 
into account. Therefore I con- 
vert their discharge into a sus- 
pension. They are to be rein- 
stated in their jobs without 
prejudice after suffering a 10 
day lay-off without pay. 

“I have a word of advice to 
the company. Don’t rely on oral 
notice. Get those ‘No Smoking’ 
signs up wherever there is fire 
hazard.” 


“They Didn't Think” 

You know how Supervisor 
Murray felt when he threw the 
book at two thoughtless em- 
ployees. The plant was a tinder 
box—could blaze up in a second. 
Employees had been warned 
emphatically against smoking 
and told that if they violated 
the rule they would be severely 
punished. So what does Murray 
find? Not just two ordinary 
employees wilfully breaking a 








rule, but two members of his 
fire brigade doing it. No wonder 
he was angry! 

“But,” you say, “was his ac- 
tion wise in discharging them?” 
From the evidence, No. Both 
men had considerable service 
and clean past records. This was 
their first offense. Furthermore, 
it was raining and this gives 
some weight to their argument 
they didn’t think under the cir- 
cumstances smoking would be 
dangerous. Supervisor Murra 
should have hit hard at those 
three words. “They didn’t 
think.” That was their real of- 
fense. He should have taught 
them how to think by-a lecture 


and a reasonable penalty, even 
a suspension. This punishment 
would have been sustained. The 
extreme punishment of dis- 
charge would have been mer- 
ited only if the grievants had 
been previously warned for the 
violation. of the smoking rule 
or were breaking it in a very 
dangerous area. The job of 
supervisor calls for sound judg- 
ment. He must see an offense 
against its total background and 
punish it within that frame- 
work. Justified anger never 
justifies loss of control that 
leads to extremes. The leader 
who loses his head can lose the 
ball game. 


This case is based on one described in the Labor Relations Reporter. It has 
been altered slightly to illustrate certain principles of supervision. All 
names are fictitious. 
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NMA CLUB ANNIVERSARIES 


DECEMBER 


5 Years: Quincy Management Club 
Hayes Management Club 


Quincy, Ill. 
Fort Rucker, Ala. 


Altoona Management Asso- 


ciation 


Altoona, Pa. 


15 Years: Armco Mines Management Club Montcoal, W. Va. 


Cherokee Foremen’s Club 


Viscose Management Club 


Sevierville, Tenn. 


Nitro, W. Va. 
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THE GREAT ORGANIZERS 


by Ernest Dale 


This month's selection is reviewed 
by Norman George, NMA manager of 
research and development. 


One of the most refreshing 
and fascinating books in man- 
agement literature to come 
along for some time, THE GREAT 
ORGANIZERS is an inside look at 
some managerial “greats” of 
American business. These are 
the men who met the challenge 
of monumental organizational 
problems of Du Pont, General 
Motors, Westinghouse, and Na- 
tional Steel. Dale has probed 
deeply into the lives of such 
men as Alfred P. Sloan, Jr. and 
Ernest T. Weir who met crises 
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and overcame obstacles in 
building some of our most suc- 
cessful corporate enterprises. 
He has analyzed their manage- 
ment methods and_ assessed 
their contribution to manage- 
ment knowledge and concepts. 
The result is a wonderfully in- 
teresting blend of biography 
and research into the manage- 
rial function. 

In a way, this book is some- 
thing of a paradox—the type of 
paradox, we might add, that is 
found far too infrequently. It is 
a “research” in the truest sense. 
At the same time, it reads like 
a novel. This is due to Dale’s 
approach to the study of man- 
agement. In this book, he 
employs the “comparative” ap- 
proach to the analysis of or- 
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ganization theory. The author 
argues, in the first part of the 
book, that this approach offers 
probably the most fruitful 
method of developing organiza- 
tion theory. In his first chapter, 
“Some Foundations of Organi- 
zation Theory,” he reviews 
briefly the prevailing types of 
organization theory. The “tradi- 
tional” or “universalist” type of 
theory, which aims to discover 
and classify laws and principles 
generally applicable in all situ- 
ations, he criticizes for its at- 
tempt to explain too much. 
Desirable as this may be, he 
asserts, it is beyond practicality 
in view of the many social, 
economic, and _ psychological 
variables involved. He is criti- 
cal of the “human relations” 
school on the basis of not clear- 
ly defining their goals and 
standards. He asks these theo- 
rists to state clearly what goals 
and objectives of the firm they 
are assuming in postulating 
their concepts. To a great ex- 
tent, he says, they seem to im- 
ply that the goal is the adjusted 
and happy individual in the 
organization. This may be a 
most desirable goal in itself, 
but it can hardly be the basis 
upon which to build a manage- 
ment theory, he says. The firm 
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is still organized and evaluated 
on the basis of its economic 
performance. 

The “comparative” approach, 
Dale feels, offers real oppor- 
tunity to make headway in 
management theory and knowl- 
edge. This approach consists of 
examining how managers ac- 
tually did perform certain 
similar functions. This requires 
that the analysis be kept within 
a limited scope. That is, the 
writer and researcher must 
acknowledge from the outset 
that his study is limited to a 
comparative study of just a few 
main areas of the managerial 
decision-making process. 

In this study, Dale analyzes 
certain top level organizational 
functions. For example, he 
looks at the broad reorganiza- 
tion of the Westinghouse Elec- 
tric Corporation under A. W. 
Robertson during the period 
1935 to 1939. In so doing, he 
evaluates the many managerial 
concepts whose validity stands 
to be tested when a firm makes 
the basic decision to change its 
basic structure from one of 
highly centralized functions to 
a divisionalized or decentral- 
ized one. He also considers the 
effects of the methods and ap- 
proaches of the executives who 
MANAGE 





made and implemented the 


basic decisions. 


Through the use of actual 
case histories, he develops 
criteria by which to evaluate 
various courses of action when 
a company faces comparable 
problems and conditions. Final- 
ly, Dale considers the growing 
concept that management is not 
primarily responsible to stock- 
holders, but is rather an arbiter 
among employees, customers, 
suppliers, and stockholders. He 
frankly sees grave dangers and 
legal implications in this philos- 
ophy. He _ suggests possible 
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by Michael S. Roberts 


HIGHWAY PROGRAM UNDER FIRE 

A slashing attack on the administration of the 
nation's huge highway construction program will get 
i underway next year as Congress battles over how best 
to solve the financing problems the program faces. 
There'll be some red faces from top to bottom 
when the lid is finally lifted on the program. 

Most of them will be among state officials. But 
there will also be some contractors, landowners, 
and even workmen who will feel the sting of adverse 
publicity. Some of the mud will splash onto federal 
officials too. 

In general, the program has been fairly care- 
fully and honestly administered. But there's bound 
to be some parts of the $41 billion project where 
abuses, even dishonesty, have crept in. It will be 
these areas that will get the play from scandal- 
hunting congressional committees. The entire pro- 
gram will be suspect for some time as a result. 

There are hints of scandal in several states 
in the Northeast, the South, and the Midwest al- 
ready. Other states will be brought into the probe, 
which will probably run for a couple of years. 
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LAND PURCHASES SUSPECT 


In most cases, the questionable practices tend 
to revolve around land acquisition. But contract 
amounts and performance have also been brought into 
the spotlight. Outright corruption, hard to prove, 
may be uncovered as the probe progresses. 





Some criminal cases are likely to result, staff 
investigators of a House investigating subcommittee 
predict. Conflicts of interest—where a public 
official holds title to land or an interest ina 
land company which holds land wanted for a highway— 
will be a frequent charge. Actual under-the-table 
payments to officials for preferred treatment, to 
overlook poor quality or high costs, or just to win 
a contract are also under study. 





The probe of the highway program was actually 
opened a year ago, but was put back on the shelf 
when it was learned that the results could be 
politically explosive in an election year. Now, 
it'll be dusted off and played to the hilt. 


FINANCE PROBLEMS 


Just what part these shennanigans have played 
in pushing the program into the red is not certain. 
It's true that land costs, labor and construction 
material costs, and taxes have all risen since the 
program was started in 1956. Waste, however, has 
undoubtedly played its part in boosting the costs to 
well above an average of $1 million a mile. 

















As things now stand, the program is likely to 
run some $14 billion in the red by the scheduled 
1972 completion date. A special one-cent gasoline 
tax approved by Congress to help the program is due 
to expire next year. President Eisenhower asked for 
an additional emergency half-cent tax this year, 
but the lawmakers balked. 


The highway scandal probe will coincide with a 
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fight between various factions over how best to keep 
the program running. 


One group favors extending the one-cent tax, 
and adding another half-cent if necessary, to com- 
plete the 41,000 miles of interstate highways on 
time. Another favors simply extending the comple- 
tion period by three or four years. Still another 
favors permitting the special one-cent tax to die 
as scheduled, but dedicating all fuel and vehicle 
excise taxes to highways, and using general govern- 
ment funds to make up any shortage to finish on 
time. 








Whatever the outcome, it'll be a pair of 
rousing fights. But the new highways will be built 
—that's a certainty. 


GOVERNMENT MOVES INTO BARGAINING 

Election results will strengthen the growing 
trend of the government to intrude into labor-man- 
agement bargaining. In spite of strong recommenda- 
tions from private economists, many business 
leaders, and even some labor leaders, pressure to 
force a bureaucratic nose into the bargaining tent 
is rapidly speeding up. 














The trend is being spurred by those labor 
leaders who by nature favor increased government 
controls over the economy. Those who believe they 
gain from government "supervision" of collective 
bargaining because it is politically dangerous for 
a@ public official to side with management and turn 
down thousands of workers in their demands, are 
other supporters. 


Eventually, this will lead to compulsory arbi- 
tration in all basic industries, and perhaps in all 
large firms. There have been bills introduced in 
recent years calling for compulsory arbitration. 
Although they haven't gotten anywhere, their number 
and support is increasing, spurred by each major 
Strike which drags along more than a few weeks. 
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Unfortunately, some industrialists are quietly 
backing this movement too. These men are generally 
short-sighted or misguided, believing that their 
prestige and that of their companies will improve if 
the government handles their labor relations 
problems. 


INDIRECT ACTION FIRST 


There'll be no direct reference to compulsory 
arbitration until this trend is well established. 
Instead, officials of the new Administration will 
term their actions "mediation, negotiation, and 
fact-finding." 

But the effect, as it was in last year's steel 
strike, will amount to compulsion by government 
pressure, which after a few years will slide easily 
into a new congressionally approved plan of com- 
pulsory arbitration. 























As it does, the government will also by in- 
direction receive a strong hand in setting prices 
in basic industries such as steel, aluminum, trans- 
portation, electronics, and even perhaps to auto- 
mobiles and other major consumer goods. 


This will come about because as the government 
negotiates and sets wages, it has a tremendous 
leverage in "announcing" whether price increases 
are proper or not. When a wage settlement is dic- 
tated, and the government board says it will not 
result in a wage increase, management will have to 
seriously consider the consequences of boosting 
prices. If it does, under such circumstances, the 








government to impose industrial price hold-downs 
as "economic action to protect the interest of the 
people." 

This is a trend which can be reversed, but only 
if all levels of management and responsible labor 
leaders see the dangers inherent in it and fight it 
noWe 
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THIS WAR, WE COULD LOSE! 


As long as both “sides” have 
enough atom bombs to inciner- 
ate each other, the start of a 
world-wide shooting: war is 
highly unlikely. 

However, a different type of 
world war has already started 
—the most massive trade war 
in all history. 

And this war, we could lose. 

The weapons of this war are 
better tools of production. 

The arsenal of this war is 
the savings of the people 
which, when invested, provide 
the tools. 

The bullets of this war are 
high-quality attractively- 
priced goods. 

The crack troops of this war 
are skilled workers who can 
and will get the ‘utmost pro- 
ductivity out of the tools. 

To understand our danger 
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we can look back to the days 
when Great Britain was the 
world’s leading industrial na- 
tion. 

It was about 200 years ago 
that the English invented the 
steam-powered tools that so 
tremendously multiplied their 
human energy that no nation 
on earth could surpass the 
quality and price of their goods. 

But about 100 years ago the 
English began to let their tools 
grow old. 

They forgot that any tool 
that has become old-fashioned 
and wastes manpower should 
be scrapped even though it be 
in perfect mechanical condi- 
tion. 

We in America did not make 
this mistake, and at the turn of 
the century, moved into a com- 
manding lead which held firm 
until about five years ago. 
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The present threat to Ameri- 
can leadership is the result of 
four events: 

First: Since World War II, 
a determined desire to indus- 
trialize has swept the entire 
world, sparked by the success 
of America’s high-volume, low- 
markup policy. 

Second: Since 1945 the tax- 
payers of the United States 
have given other nations some 
$72 billion to acquire the finest 
tools in the world. 

Third: Through inflation we 
have increased the _ replace- 
ment cost ‘of American tools 
about 200%, but have not al- 
lowed American business to 
lay aside the extra cost before 
taxes. 

Fourth: Through our labor 
policies we have developed a 
constantly rising wage struc- 
ture that has marched out 
ahead of productivity, thus 
making many American goods 
“poor bargains” in comparison 
with foreign goods. 

The next 10 years could be 
the twilight of America’s lead- 
ership. 

Although the danger is not 
yet obvious, we now have all 
the makings of a second-rate 
nation. 

With present costs, many of 
our manufacturers will soon 
lose most of their foreign 
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markets and, in some cases, a 
great deal of their home 
market. 

Already, billions of private 
American tool dollars have 
gone abroad to furnish jobs to 
foreign workers who do more 
work for less money, and where 
taxes are more favorable to 
business. 

On the other hand, the next 
10 years could be a new dawn 
of American leadership, pro- 
vided we can get three things: 
a sounder dollar, more modern 
tools, and lower unit labor 
costs. 

Lower unit labor costs do 
not mean lower wages; in fact 
with better tools, properly used, 
wages go up and unit costs go 
down. 

But, to achieve this happy 
condition, government must 
remove the tax burden that 
now handicaps the moderniza- 
tion of tools, and labor unions 
must cooperate in their effici- 
ent use. 

For 15 years America has 
lived in the rosy haze of an 
inflationary boom. 

The magic formula has been 
more money for less work. 

But the magic has run out 
and stern reality is at hand. 

We can ignore it if we want 
to, but it will not ignore us. 
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L. Fred Magruder (center) of Talon, Incorporated, Meadville, Pa., new president 
of NMA, exchanges congratulations with Thomas Alston (left) of American 
Airlines, Chicago, named secretary-treasurer, and Marvin Keck of Toledo Edison 
Company, Toledo, Ohio, new first vice-president. 


“NEWS WRITER” AWARD 


One of the highest hon- 
ors presented by NMA, 
the “Free Enterprise 
News Writer of the 
Year” award, is ac- 
cepted by William Ray, 
(right) executive editer 
of the Atlanta Consti- 
tution, on behalf of Er- 
win D. Canham, editer 
of the Christian Science 
Monitor. NMA Presi- 
dent Donald M. Tuttle 
made the presentation. 
Mr. Canham was in 
Europe during the At- 
lanta convention. 
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E. C. Wanamaker (right) president-elect of the Lockheed Missiles Management 
Club, Van Nuys, Calif., accepts the Convair-Fort Worth Management Award 
from NMA President Donald M. Tuttle. Berlin Richardson, chairman of the 
activities and awards committee, looks on. 


MANAGEMENT “OSCARS” 


Proudly displaying the Harry H. Woodhead Leadership Trophy won by the Lock- 
heed MSD Management Association, Sunnyvale, Calif., is R. P. Della Vedowa, 
(right) past president. Sharing his happiness are NMA President Donald M. 
Tuttle (left) and Berlin Richardson. 
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